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POLITICAL AFFAIRS 


National Assembly Chairman Interviewed 


944F 1139A Novosibirsk SOVETSKAYA SIBIR 
in Russian 30 Jul 94 p 4 


[Interview with ‘A'eksandr Nikolayevich Sterligov, 
chairman of the Russian National Assembly, by A. 
Zharinov; place and date not given: “Rus Begins With 
Conciliarism”] 


[Text] [Zharinov] Aleksandr Nikolayevich, we have for 
some time now lost General Sterligov from sight, and the 
question naturally arises: Where have you been? What 
have you been doing? Writing your political memoirs, or 
have you been absorbed in clandestine activity? Very 
little has been written in the press about your latest 
political steps. 


[Sterligov] You are right about that: The press is saying 
very little. In actual fact, we, as a Russian movement, 
have not slackened our activity for one second, we are, 
on the contrary, intensifying it continually. And we are 
taking account of the fact that the news media have all 
since October, as if on command, altogether dispensed 
with the problem of the Russian national movement. 
Perhaps this is some kind of slave labor (laughs), but we 
are compensating for this information vacuum by the 
number of trips, meetings, work face to face.... 


I have in this time been to many places: Petersburg, 
Voronezh, Vladimir, Nizhniy Novgorod, Suzdal, 
Rostov-na-Donu.... 


[Zharinov] What do you get out of these trips? 


[Sterligov] We held our Third RNS [Russian National 
Assembly] Congress in Suzdal, and whereas prior to this 
our meetings were of a demonstration nature, our real 
supporters took part on this occasion, and we gave 
serious thought for the first time to the fact that the mass 
meeting is good, but that normal organizational work is 
needed and that we need to understand that until the 
national movement has arranged its hierarchy and built 
an organization, it cannot noticeably influence policy or, 
even less, win elections.... 


[Zharinov] There are dozens of social and political 
movements in Russia at this time.... Does it not seem to 
you that this is disconnecting the forces of the national 
patriots? And how, incidentally, does the RNS differ 
from the other movements? 


[Sterligov] There are not dozens of patriotic organiza- 
tions but more, I believe. The more parties there are in 
Russia, the weaker the Russian people. I believe that all 
these need to be reduced to a minimum. 


It was for this reason, incidentally, that we did not join 
the National Salvation Front.... 


[Zharinov] ...you joined initially, as I recall, but then 
“went into reverse.” 
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[Sterligov] We did not join even initially. Konstantinov 
called and se .d: “*This is just an appeal for preparation of 
a congress.” He then called once again: “Everyone has 
already signed!”’ And he reeled off the names of all of our 
people, Rasputin included.... And he said that I would 
appear none too good. I replied: Very well, let us prepare 
a patriotic bloc, but we in the presidium have yet to 
determine our position as regards the expediency of this 
project. I reserve the right to be in reserve.... And we did 
not, for all that, join. 


The Russian national movement did not arise in order to 
join any party. It will develop as a national movement. 


[Zharinov] Why did the RNS arise? What are its 
purposes and tasks? 


[Sterligov] The national movement, whatever is said, 
was a response to what was happening with us. First, the 
Russian people have not had their own state since 1917. 
And however we might shun direct evaluations, this does 
not work. The Russian people were deprived of the 
heritage of their forefathers, deprived of statehood. But 
as long as there was terror in the state in respect to 
Russians and the Russian nation weakened and as long 
as the state was more or less stable and was developing, 
this idea existed somewhere in hidden fashion. But was 
muffled. Although it existed in the heart of each Russian 
without his recognizing it even. 


I believe that this is a most important point in an 
explanation of why perestroyka was so broadly recog- 
nized by people. Because the crisis had ripened objec- 
tively, because the Russian people had endured much, 
but had not received any compensation for this. 


{[Zharinov] But there were formally signs of Russian 
statehood.... A national coat of arms, flag, organs of 
power... 


[Sterligov] This was all a sham.... All power was ulti- 
mately in the Kremlin. We recall the position of Solom- 
entsev, the last head of the government of Russia, and 
other figures. There were no rights at all here. It is 
sufficient to illustrate for you how Solomentsev came by 
the RSFSR Council of Ministers building. They wanted 
to take it away. He played it cunning, however; on the 
last night he said: ‘“‘Move quickly,” so that the Politburo 
learned of the Council of Ministers’ move the next 
morning. 


And what happened in the postwar period? The Russian 
people, after giant ordeals, after the creation of industry, 
after the war, after the restoration of the national 
economy, hoped, this was in the air, in any event, to 
obtain compensation. Everyone linked some kind of 
bright future with the postwar time. I recall from what 
my father told me what they said at the front, in the 
trenches. Everyone believed ‘*>t the war would end and 
that we would live happily! 


What kind of life? The state, to speak objectively, should 
have provided some compensation, redistributed the 
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surplus product, given people something or other. None 
of this happened. Ambitious projects were undertaken in 
Africa, money was poured into Vietnam, Cuba. Then the 
Afghan war.... Enormous expenditure of resources, and 
once again the Russian people were left with nothing, 
with the moribund Non-Chernozem region. We devel- 
oped the virgin land in place of this. And thus no 
expectations were realized. Distrust of the regime and 
the system matured in people's hearts. And when some 
people began to demolish it, people parted with it easily. 


{[Zharinov] I agree, except for one thing, perhaps: The 
emphasis in this protest only of Russian notes. Why just 
them? Take the chronology of the national-perestroyka 
processes. The first glimmers did not appear in Russia. 


[Sterligov] This was caused by nationalism. 


[Zharinov] Nonetheless, the “national outlying areas” 
spurred the national-pairiotic movement in Russia. 


[Sterligov] Of course, the Russian people, despite all 
their discontent, have a very cautious and solicitous view 
of the state. All these public national fronts undoubtedly 
served as some catalyst, but I would like to emphasize 
that all the outlying areas had acquired something from 
the post-October and postwar times. They acquired 
statehood and enormous capital investments. Russia 
raised for them their own intelligentsia. Some, after all, 
did not even have a written language. 


[Zharinov] Making certain sacrifices... 


{Sterligov] Yes, enormous sacrifices. Look, what was the 
basis of the prosperity of the Baltic? The State Planning 
Committee once calculated (when relations came to be 
sorted out) that Estonia was importing twice as much as 
it was supplying. After the war, excellent roads and resort 
zones appeared in the Baltic, equipment was purchased, 
and a powerful light industry was created. What did 
Russia get? An empty Non-Chernozem region. Nothing 
else. 


And, of course, when a local intelligentsia grew up in our 
friendly outlying areas, they all conceived a desire for a 
little sovereignty for complete happiness. Armenia was 
the first to vote for sovereignty, although who, it would 
seem, had it better than Armenia? 


{Zharinov] As far as I recall, the calls for sovereigniza- 
tion came from Russian politicians. 


[Sterligov] Yes, you are right. In any event, nor did 
Russia part with any particular regret with the system 
because it had failed to live up to its expectations: The 
Russian people had become even poorer. Aside from the 
lack of roads, the heartland had just as little as it had 
before. 


But the whole thing about it is that Russia and the 
Russian people never expected that they would sink so 
low that all would be destroyed and the state swept away 
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and that we would simply become dependent on inci- 
dental people, on some usurial capital, on the influence 
of the West. 


And for this reason in creating the movement we 
intended to take the path of a surmounting of all this that 
is alien. 


[Zharinov] What is meant by surmount, from the view- 
point of immediate or more distant aims? Do you aspire 
to power and then to reshape everything in the country? 


[Sterligov] The question of power in the country is acute 
at this time. Either this Slav power will be Orthodox or it 
will be the power of the Golden Calf, of usurial capital. 
There is a colossal offensive under way. In the former 
USSR there is perhaps one sole people whose interests 
no one is defending because they are not organized. This 
is the Russian people. They have no government, no 
power of their own.... Or take the oblasts and krays, 
people appointed by the president, via one man, who 
have not been confirmed by elections. 


{Zharinov] This is so, unfortunately. 


[Sterligov] Everyone needs to think about this and 
defend the interests of their people. We must understand 
that there are no longer any organizations that will 
resolve problems for us. Unless the Russian people 
understand today that they need to organize themselves 
and create a powerful organization that will uphold their 
interests, catastrophe will befall us. 


[Zharinov] Realizing this idea will not be easy now, I 
believe. The period of general popular apathy has not yet 
passed. 


[Sterligov] At the time of the great troubles in 1612, and 
they also lasted 10 years, there was some inertia to the 
public consciousness—all in its time. 


[Zharinov] Were you a member of the CPSU for many 
years.... 


[Sterligov] Yes, until 1990. 


[Zharinov] Does your present philosophy not contradict 
what you served faithfully and truly earlier? And, gener- 
ally: How did you arrive at the idea of national revival? 


[Sterligov] There is no contradiction because even at that 
time we perceived communist ideas in our country 
primarily as the ideas of justice and power of the people. 
If we were deluded, we were sincerely so. We thought 
that it was power of the people, but in actual fact it was 
not. We thought that they were ideas of justice, but 
justice was not in fact realized in full. 


But, to be frank, in this hurry in work we somehow did 
not give this all that much thought. We got on with our 
job. 


[Zharinov] So thoughts of the Russian National 
Assembly visited you while you were serving with the 
security authorities? 
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[Sterligov] I had already been dismissed at this time. 
You know when I sensed where things were headed? 
When Yeltsin began his election campaign, all became 
clear. We then began to campaign against Yeltsin, 
against the democratic authorities (I was on Ryzhkov’s 
side in the campaign at that time). 


{Zharinov] You were still working in the KGB at that 
time? 


[Sterligov] Yes. | fetched up in government as a com- 
mittee member because the government had formed the 
corresponding structure in order to have people that 
could avail themselves correctly of the advantages of the 
special services for information. After all, a certain 
training is needed for this also, in the sense of formu- 
lating assignments, for example. 


Silayev invited me into the government at this time. It 
was totally unexpected. We were not personally 
acquainted. And he suddenly calls me and says out of the 
blue, on the go: “Aleksandr Nikolayevich, i have two 
offers for you: either the portfolio of minister of internal 
affairs or business manager.” I was taken aback and said: 
“Who decides just like that? I need to think about it.” 


I went to Ryzhkov inasmuch as I was working in the 
Union government at that time and told him about this 
offer and asked his advice. He advised me to accept 
Silayev’s offer. People who, for all that, were disposed 
toward notions of the state as some strong power were 
needed in the Government of Russia at that time.... 


[Zharinov] And not amateurs? 


[Sterligov}] Quite. And I agreed. The administrative 
department is a powerful position, of course, but, unfor- 
tunately, you should have seen how everything was 
decided in Yeltsin’s office, the government was a sham, 
and we merely signed and rubber-stamped his decisions. 
But it was then that it became clear that something 
needed to be done. It was at this time that it became 
obvious that no one was thinking about the creation of a 
strong and worthy Russia. Things were moving in 
another direction entirely. 


And I then concluded that it was necessary, first, to leave 
because no sympathy with this was any longer possible. 
Second, it was necessary not simply to leave but to begin 
to form some movement, an opposition, that could 
resist. For it could be clearly seen that nothing would 
resist the state, everything had altogether been 
demolished. 


[Zharinov] A fearful conclusion.... 


[Sterligov) Yes, and then I and my people met and said 
that we needed to create a movement, we needed to do 
something. There were no longer any politburos to count 
on. Everything would now depend on ourselves. 


{Zharinov] What does the national-patriotic movement 
represent today? 
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[Sterligov] The national-patriotic movement is on the 
one hand fragmented, on the other, it is growing. Com- 
minution is, I believe, an inevitable period. There has 
always to be a stage of vacillation, but it subsequently 
passes. Second, the government and all who are paid to 
do so are, of course, contributing to this split. 


But at the same time the movement is expanding. We 
have organizations, large and small, in virtually all major 
cities, organized in varving degree. But I already have the 
impression that, in the event of a new election campaign, 
we have somewhere to start from. 


There are particular structures- -oblast, Moscow district. 
We have good relations with all Cossack organizations 
and thc officer movement and the army as a whole. Even 
now we are setting the task of a different procedure: 
switching from a mass-meeting approach and from 
shouting on the streets to the organization of a serious 
national movement. 


[Zharinov] Does such a problem as a leadership complex 
torment the patriotic movement, yourself included? 


[Sterligov] It does very much. But on the one hand, you 
know, there are many leaders, but there is not a real one 
as yet. Considering this, we would like to convene what 
we call a council of elders of Russia, discuss all these 
problems, and formulate some main policy. 


The growth of the national movement is also engen- 
dering, of course, the forces that are combating it. On the 
one hand they are insinuating themselves into our ranks, 
on the other, counterweights are being created. Unfortu- 
nately, not everyone realizes as yet that the aim of those 
that are shouting particularly loudly about Russia is to 
intercept national slogans. And they are succeeding here 
to some extent 


[Zharinov] About the “assembly,” incidentally.... Could 
you in a few words decipher its meaning? 


[Sterligov] We took the name from the Assembly of the 
Land. This was a consummate mechanism of power in 
its time. What persuaded me to go this route? Well, even 
the monarchs in Rus deemed it necessary to seek advice. 
There were assemblies of the land. 


I consider this the highest form of democracy. Why? 
Democracy today means minutes purchased on televi- 
sion and an immense number of leaflets. If you have a 
team and a paid team of poster-stickers. This is not 
democracy, it is simply the diktat of money. The money, 
as we know, is all with the moneylenders, Russians have 
had none nor will they have any under these authorities. 
That’s all there is to this democracy! 


What is the assembly of the land? It is two chambers, 
very cleverly structured. One ex officio. Leaders of 
oblasts and councils and other officials that need to be 
consulted. You have, for example, to consult with the 
oblast prosecutor. If these leaders are not authoritative, 
replace them, appoint honest, conscientious ones. 
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Aid the second chambe is composed of those same 
« horitative people. Imagine a trade union, of motor 
transport workers, for example. It should supply a rep- 
resentative. It does not need to spend millions of rubles 
on the elections. There is an association of commodity 
producers, it also meets and in two hours furnishes its 
representative. The agrarian union similarly and so 
forth. And they would nominate, I believe, the most 
authoritative and professional. 


I believe that this form is the most consummate. It 
cannot, evidently, be reproduced precisely today, but 
some contemporary counterpart should be introduced. 


[Zharinov] It is said that Sterligov has been reformed 
from a communist into a capitalist, has a sizable fortune, 
and “plunderized” an official dacha and that the RNS is 
a smokescreen for organizing his own prosperity. 


{[Sterligov] We are at this time giving thought as to where 
to obtain the funds to publish a newspaper.... Capital- 
ists? It would be good were we to find one or two 
capitalists to supplement our funds. 


I would suggest that you would do better to inquire of 
those asking these questions what is happening with the 
dachas for which some people are displaying such 
moving concern. 


[Zharinov] What is happening? 


[Sterligov] It is “plunderization” that is under way. First, 
they are all in the hands of a pack of swindlers and 
commercial structures, and for this reason no one knows 
where the money is going. Second, palaces such as 
members of the Politburo even did not dream of are 
growing in the place of the assigned official dacha 
territories. 
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Third, members of the government are buying up these 
residences for a pittance. Imagine: 2.5 hect:.res, the 
grounds, three houses, one a three-story house, separate 
movie hall, pool room, garage, tennis court. For all 
this—R18 million! 


I do not have this kind of dacha, of course. The people’s 
court confirmed the legality of its purchase. There have 
already been so many valuation commissions that it is 
frightening to think about it. But, as the court estab- 
lished, all was valued correctly. It is a single-story three- 
room wooden house that was built in 1946. Now you 
imagine how much it might cost. 


Urban Citizens Polled on Presidential Elections 


944F1084A Moscow SEGODNYA in Russian 
21 Jul 94 p 2 


[Article by Vladimir Shokarev, VTsIOM [All-Russian 
Center for the Study of Public Opinion]: “Boris Yeltsin 
Has Retained His Own Voters by Decree; Questions of 
Power Leave Half of Population Indifferent’’] 


[Text] For the second time, VTsIOM is polling urban 
residents of Russia on how they would vote if the 
presidential elections were being held this coming 
Sunday. The poll was conducted by VTsIOM from 7 
through 12 July. A total of 1,598 persons were surveyed. 


Respondents had to name the candidates for whom they 
would vote. At first glance, the situation remained 
unchanged—the list of leaders was the same. The graphs 
present the responses received in May and in July. 
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(Graphs were prepared by VSIOM especially for the 
newspaper SEGODNYA.) 


The respondents also named other leaders: Viktor Cher- 
nomyrdin - 2.6 percent, Nikolay Travkin - 2 percent, and 
Gennadiy Zyuganov - 2 percent. Altogether, the respon- 
dents named around 20 political leaders, ranging from 
Mikhail Gorbachev, who got 1.3 percent of the votes this 
month, to Aleksandr Lebed, who was named by three of 
the 1,597 respondents answering this question. 


An analysis of the structures of potential electorates 
showed that, as compared with the results of the pre- 
vious poll, there had been some changes in the attitudes 
of various social-demographic groups. Thus, in May 
Boris Yeltsin yielded his leadership position to Grigoriy 
Yavlinskiy among specialists and students, and to 
Vladimir Zhirinovskiy—among the unemployed and 
among the group of low-income urban residents making 
less than 50,000 rubles (R) per person per month. Now 
Boris Yeltsin has strengthened his position among spe- 
cialists and students, edging out Grigoriy Yavlinskiy to 
second place. Among the unemployed, Boris Yeltsin 
received the same number of votes as Zhirinovskiy, and 
in the low income group—he surpassed the leader of the 
LDPR [Liberal-Democratic Party of Russia]. Among 
managers, Aleksandr Rutskoy received 13 percent of the 
votes in May, while Boris Yeltsin received only 10 
percent. However, in the past two months the number of 
sympathizers of Boris Yeltsin in this group doubled and 
comprised 22 percent, while the number of supporters of 
the former vice-president remained the same. 


The changes affected also the aspirants to second and 
third place The number of women who named Grigoriy 
Yavlinskiy as their candidate declined to 6 percent, as 


compared with 10 percent in May. In the 25 to 54-year 
age group, he lost 3 percent, and the number of his 
supporters here comprised 7 percent. There was an 
increase in Grigoriy Yavlinskiy’s influence among the 
entrepreneurs and administrators, and a decrease among 
specialists, and most notably among workers (from 12 to 
6 percent). 


Vladimir Zhirinovskiy lost part of his supporters—fewer 
men would have voted for him in July than in May. 
There was a similar decline in the relative share of young 
people who would be ready to cast their vote for him— 
from 7 to 4 percent, as well as a decline among people of 
active age (25 to 40 years of age)}—from 9 to 5 percent. 
However, this was compensated by a slight increase in 
the number of his supporters among older people. 


These changes, most probably, reflect the reaction to the 
latest actions of the president—the packet of new “eco- 
nomic edicts,” as well as the edict on the fight against 
crime which, we might add, is supported by practically % 
of urban residents. The decline in popularity of the other 
politicians may be caused by the absence of any tangible 
actions on their part which touch upon the interests of 
the majority of the population in one way or another. 


The discussion about possibly re-scheduling the elections 
of 1996 which has recently arisen forces us to examine 
the varient under which certain political leaders would 
not participate in the upcoming presidential elections. 
First of all, we may recall the announcements of Boris 
Yeltsin to the effect that he will not present his candi- 
dacy. Then whom would his supporters vote for? And 
what if one of the other leaders refuses to participate in 
the clections? The second line of aspirants appears as 
follows: 
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[Question] If your candidate 
whom would you vote for? 


thdraws his candidacy, 



































Grigoriy Yavlinskiy 5% 
Yegor Gaydar 4% 
Aleksandr Rutskoy 3% 
Boris Yeltsin 3% 
Viktor Chernomyrdin _>* 
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This question, when cross-referenc 

allows us to determine whom th 
leader or another would vote for if 
not run in the elections. 


The supporters of Boris Yeltsin proved to be the most 
circumspect—among them, no more than 40 percent 
were unable to name another candidate. If the president 
does not participate in the elections, another 18 percent 
would not vote at all. The remaining votes were distrib- 
uted as follows: 

















For Yegor Gaydar 17% 
For Grigoriv Yavlinskiy 11% 
For Viktor Chernomyrdin 10% 
For Vladimir Zhirinovskiy 2% 








Practically no one would vote for Aleksandr Rutskoy 





More than half of Grigoriy Yavlinskiy’s supporters were 
undecided about their answer to the question of a second 
candidate. One-fifth of the respondents would not take 
part in the voting. The rest would vote for: 














Yegor Gaydar 13% 
Boris Yeltsin 10% 
Aleksandr Rutskoy 2% 
Viadimir Zhirinovskiy 2% 








Practically none of Grigoriy Yavlinskiy’s supporters would today vote 
for Viktor Chernomyrdin 





Among those who were ready to cast their vote for the 
leader of the LDPR-PZh [LDPR-Party of Zhirinovsky], 
almost two-thirds were undecided in their answer, and 
17 percent would not participate in the elections. Sixteen 
percent would cast their vote for Aleksandr Rutskoy, 
while another 6 percent would vote for the president. 
Neither Grigoriy Yavlinskiy, nor Yegor Gaydar, nor 
Viktor Chernomyrdin can expect to receive the votes of 
this group of urban voters if Vladimir Zhirinovskiy does 
not participate in the elections. 


Of the supporters of Aleksandr Rutskoy, 52 percent have no 
other candidate, and 14 percent would refuse to vote. 
Neither Yegor Gaydar nor the prime minister may expect to 
i1eceive their votes. Approximately 16 percent would vote 
for Vladimir Zhirinovskiy, around |2 percent—for Grigoriy 
Yavlinskiy, and 5 percent for Boris Yeltsin. 
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We must note that Yegor Gaydar has collected a larger 
number of supporters as a reserve player than as a 
primary player. However, it is impossible to examine the 
electoral sympathies of his supporters, as well as those of 
the supporters of the prime minister, because of the high 
degree of statistical error in working with small groups. 


For the present, all these computations do not bear direct 
relation to the results of the future presidential elections 
of 1996. First of all, we are speaking about the votes of 
only the urban population of Russia. Secondly, the 
people responding to these questions represent com- 
mitted supporters of one leader or the other. In the 
course of the electoral campaign preceding any elections, 
various groups of sympathizers will join these groups, 
who for now are hidden among the undecided group. 


The main conclusion which we may draw from the 
results of the survey is that the make-up of the leading 
group of politicians is practically unchanged. Whichever 
one of them withdraws his candidacy for the purpose of 
helping his friend-rival, the results of the elections will 
not be influenced. Perhaps they should remove blocks of 
candidacies? For example, all the “patriots” for the sake 
of Rutskoy. Half of the voters who for the present time 
refuse to participate in the elections do not see among 
the existing candidates anyone worthy of being elected, 
and consequently their behavior is unpredictable. 


July Activities of Political Parties, Movements 
Reviewed 


944F1119A Moscow SEGODNYA in Russian 26 Jul 94 p 2 


{Article by Gleb Cherkasov: “Summer Outings Along the 
Political Spectrum”’} 


[Text] The waning month of July was marked by unex- 
pected activity of various political factions, parties, and 
movements in terms of forming unions and coalitions. 
Moreover, in recent months, several organizing commit- 
tees have announced themselves in political life, prom- 
ising to create parties or movements. In the fall they will 
have to turn over to the community the fruits of their 
activity. Therefore, the recess of the State Duma for 
vacation and the temporary withdrawal of a large 
number of well-known politicians from matters (thus, 
according to the report by INTERFAX, Yegor Gaydar 
went on vacation on 26 July) will hardly lead to the 
traditional decline in political activity. Most likely, the 
boiling of the political passions will be shifted from the 
meeting halls and adjoining corridors to quiet, coo! 
offices. We cannot exclude the possibility that by fall the 
Russian political spectrum will be significantly aug- 
mented and changed. 


Among the democratic organizations, the emergence of 
two new parties at once is expected. The transformation 
of the “Democratic Russia” movement into a party of 
the same name is conditionally set for September. 
According to preliminary predictions, this party will be 
headed by Lev Ponomarev and Gleb Yakunin. The 
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appearance of a new party should lead, aside from all 
other effects, to the final delineation between supporters 
of Gaydar and the “Demrosses” [Democratic Russia 
supporters]. At least, a number of activists from ““Dem- 
ocratic Choice of Russia,” which at the same time are 
also members of the administrative organs of ““DemRos- 
siya,” will have to finally define themselves. 


In its turn, the “Party for a Democratic Alternative” 
must also appear in the fall. At the present time, Mr. 
Shostakovskiy and Mr. Yakovenko from the Republican 
Party are working on its creation. Evidently, the new 
party is being created around Grigoriy Yavlinskiy and 
the “Yabloko” faction. Moreover, the initiators of the 
PDA [Party for a Democratic Alternative] have not 
excluded the possibility that a more suitable candidacy 
may emerge. At the same time, the “Yabloko” faction 
has found it necessary to exclude from its ranks the 
chairman of the RPRF [Republical Party of the Russian 
Federation] Vladimir Lysenko, in connection with which 
the leadership of the Republicans has expressed “regret.” 


One cannot exclude the possibility that steps will be taken 
over the summer to create a base structure for the deputy 
group “Liberal-Democratic Union of 12 December.” 


As for the political organizations occupying “centrist” 
positions, here we should expect not so much an emer- 
gence of new organizations as the conclusion of new 
coalitions with the simultaneous dissolution of old 
unions. Thus, at the expanded coordinating council of 
the “Association of Entrepreneurs for a New Russia” 
held on 23 July, its leader Konstantin Zatulin, having 
affirmed the presence of differences between himself and 
Sergey Shakhray, assured his colleagues that the alliance 
between the OPNR [Association of Entrepreneurs for a 
New Russia] and the PRES [Party for Russian Unity and 
Accord] will be retained up until the new elections. 
Moreover, in the opinion of Zatulin, the most preferable 
allies of the OPNR at the next elections may become the 
DPR [Democratic Party of Russia] and the APR 
[Agrarian Party of Russia]. In turn, “Shakhray’s party” 
continues to hold consultations with the “New Regional 
Policy” faction. The result of these consultations will 
most likely become known in the fall. At about the same 
time, the “Party of the Majority” will have to announce 
the results of its campaign for initiation of an all-people’s 
referendum on extending the powers and authorities of 
parliament and the president. 


As for the opposition, in the fall the “Accord in the Name 
of Russia” movement as well as the social-patriotic move- 
ment “Derzhava’’ will have to submit effective regional 
structures to confirm their aspirations to the status of a 
general opposition association. We should not forget that 
at present the association of the radical opposition (RCWP 
[Russian Communist Worker’s Party], Great Power Party 
[‘‘Derzhavnaya Partiya’], the RNE [expansion unknown] 
and others) which have a network of regional organizations 
at their disposal, have somewhat distanced themselves 
from the “accordists.” 
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We cannot exclude the possibility that in the coming 
months we will be able to apply last year’s words by Boris 
Yeltsin regarding the August preparations and the Sep- 
tember attack—with the only difference being that 
present-day politicians, including those who have been 
retained from last year, generally have a long wav to go to 
equal last year’s decisiveness and fierceness. 


Yorkin on Political, Economic Situation 
94440004A Moscow PRAVDA in Russian 23 Jul 94 pp I, 2 


[Interview with Valeriy Zorkin, first chairman of the 
Constitutional Court and a sponsor of the Accord for 
Russia movement, by Boris Slavin, editor of PRAVDA’s 
Political Science Department; place and date not given: 
“The Main Thing Is Not Switching From Authoritari- 
anism to Tyranny”] 


[Text] [Slavin] Valeriy Dmitriyevich, we met the last 
time on 7 November 1993 and discussed the tragic 
October events. You assessed the situation in Russia at 
that time as the establishment of authoritarianism, a 
regime of “autocracy,” in your language. Much water has 
flown since then: elections have been held, a Russian 
Parliament has been created. Has your assessment of the 
current imperious regime changed? 


{Zorkin] Democracy or authoritarianism is not now the 
issue. We have let slip a great opportunity—to build in 
Russia a civilized state on the principles of the separa- 
tion of powers and the rule of law. The main thing now 
is to hold back from authoritarianism also, not to switch 
to tyranny. 


[Slavin] Do you link this transition to the deteriorating 
economic situation in the country or with the “pocket” 
nature of the Duma? 


{Zorkin} With both. But primarily with a third factor. I 
refer to the fact that the country is experiencing not 
simply a crisis but a systemic crisis, which is intensifying 
and could grow into a catastrophe. It cannot be ruled out 
that the second stage of the shock therapy will not come 
off. The problem of the concentration in Moscow of 
divis.ons of internal troops will arise once again in that 
case. The authorities do not understand as yet that, had 
the reforms taken account of the specific features of 
Russia, divisions and states of emergency would not 
have been needed. 


[Slavin] But the government is speaking about 
impending stabilization, you, about the coming 
catastrophe. 


[Zorkin] I proceed from the facts of life, and the govern- 
ment reports on stabilization do not inspire me. Each 
time in spring it promises stabilization by the fall. It is 
now saying by 1995. 


[Slavin] On what do you base your forecast? 


[Zorkin] On society’s movement toward devastation and 
chaos, on the fact that tremendous unemployment as a 
result of the slump in production and the stoppage of the 
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enterprises will soon arise, and on the growth of 
lumpenized elements in society of the odious Lenya 
Gulubkov type. We have today on the one hand an 
impoverisiied and lumpenized population and a growth 
of crime and, on the other, the formation of a quasi-class 
of rich proprietors constituting five percent of society at 
the most. These prop ietors have by anticonstitutional 
methods taken away the pie from others. They have 
redistributed to their own benefit public wealth accumu- 
lated by the labor of many generations of Soviet people. 
Redistributed it fraudulently, what is more. The so- 
called democrats formerly promised the masses that they 
would take away the unlawful riches from the party 
nomenklatura. The masses believed them and followed 
them. But what has been taken away now from the 
people is beyond any comparison with what the nomen- 
klatura had. The people have today lost much of what 
they had earlier: social programs, free education and 
medicine, and a guaranteed comfortable old age. And the 
country as a whole was in the echelon of industrially 
developed countries aspiring to modernization. 


{Slavin} It was generally held to be in second place in the 
world. 


[Zorkin] There is not now, of course, even what the 
people had, and the entire country is becoming a colony 
living thanks to the production and selling off of raw 
material. High-technology production has been under- 
mined with us. We are becoming a raw material 
appendage of the West. Each year $15-20 billion go 
overseas. Shmelev cites a figure of $40-50 billion even. 


[Slavin] What is the reason for such a discrepancy? 


[Zorkin] The shadow economy, the drugs trade, and so 
forth, which are not taken into account. None of this 
could fail to evoke the unhappiness and protest of the 
citizens. The authoritarian power is intensifying as a 
reaction to this protest. Citing the growing crime, the 
authorities are intensifying authoritarian methods of 
rule that pay no heed to the new constitution. 


[Slavin] What is the way out of the current situation? 


[Zorkin] Of a systemic crisis there has to be a systemic 
way out also. 


[Slavin] What do you mean? 


[Zorkin] It is necessary first and foremost to precisely 
identify the purpose of social development and then 
select the appropriate means of achieving it that are 
comprehensible to the people and that express their 
interests. This purpose for me is postindustrialism, that 
is, a society based on high technology and ensuring for all 
its citizens normal well-being. Not a self-abasing semi- 
colonial economy but the reproduction of high tech- 
nology and people’s well-being. 


[Slavin] As far as the technological base of the new 
society is concerned, no one would raise any objections 
here, most likely. But what about the social system? For 
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the America) model of neo-liberalism that the Gay- 
darites imposed on us is hardly suitable for Russia. Not 
to mention communism, whose ideals I share, the 
socialist model of development characteristic xf Europe 
is far closer to us. Of the modern neo-libe-alism— 
socialism alternative, the latter is closer to us, for all that. 


{Zorkin] We need to get away from ideological labels: 
They frighten people off. The names “communism,” 
“socialism,” “liberalism” are, in my view, different 
aspects of our social being. Each has its historical truth. 
Liberalism, if this word is translated into Russian, means 
free. Socialism means that man does not live on an 
uninhabited island but in society, in community sur- 
roundings, in a collective. Whence ensues a particular 
rule: Only the harmonious combination of these princi- 
ples produces the right path of development. Everything 
else is a claim to absolutization that ultimately leads a 
country to catastrophe. Take liberalism as Gaydar 
understood it—this is a catastrophe for our society. The 
same may be attributed to communism also. Were it to 
be applied to modern society in pure form, it would be 
the usual utopia fraught with big losses. 


{Slavin} Unless account is taken of time and circum- 
stances, communism is utopia, of course, but, if they are 
considered, it is a perfectly realistic goal, toward which 
all the industrially developed countries are moving. 


[Zorkin] This is what I am saying. If communism is 
taken as a movement toward a higher goal, as the 
development of rational spiritual requirements, it will 
always be a guiding star. This was not thought up 
yesterday. This is where human civilization begins, take 
if only the Qumran scrolls, which were mentioned at the 
CPSU affair proceedings, incidentally. 


[Slavin] You believe that the purpose of future develop- 
ment should be a synthesis of liberalism and socialism? 


[Zorkin] The particular cannot be divorced from the 
general. It is like night and day. It is necessary to 
combine the principle of iiberty and social justice, the 
particular and the general. This is particularly necessary 
for Russia, where there have always been great ‘raditions 
of collectivism and collegiality. 1 am not calling yor us to 
go back but account needs to be taken of the country’s 
realities. A mixed-type socially regulated mavket 
economy, in which there are both social programs and 
individual initiative, is needed. If we create such a 
society, we will emerge from the crisis. But it is necessary 
first and foremost to achieve stabilization for everything 
has been destroyed in the past two or three years. Even 
investment interest has passed. Why? Because it has 
been strangled by taxes. Change the taxes and financial 
legislation, and a desire to invest money in production 
will appear and, via this, stabilization will come. 


[Slavin] Very well, it’s clear as regards the economy, but 
what about policy, human rights, and so forth? 


{Zorkin] We have twice missed the Russia train: when 
we failed to take advantage of the opportunity for the 
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development of the economy and the opportunity for the 
development of democracy. In the first case, when we 
became unduly fascinated with shock therapy and 
missed ie Chance to smoothly modernize the country in 
tue way that China has done. In the second case, when 
we jettisoned the constitution. The finale here was 
October 1993. Instead of taking the path of the develop- 
ment of self-government and public privatization, as 
Spain is doing (the Mandragon experiment) and estab- 
lishing a mixed economy, we, biting at Sachs’ advice, 
organized a self-abasing economy. To the muted tones of 
one saxophonist, we played political music, of another, 
economic music. 


[Slavin] What is the solution? For you cannot cross from 
devastation to a postindustrial society all at once. And, 
where are the forces that are to do this? 


[Zorkin] We need to unite the efforts of all honest 
people, regardless of their political views, around simple 
tasks: the fight against poverty, ruin, and crime, the 
restoration of order in the machinerv of state (its rid- 
dance of corruption), an upturn in production and 
saturation of the market with goods, and observance of 
legality. It was these goals that we mapped out on 17 
March, when we formed the Accord for Russia move- 
ment. This is not a political but a civic movement, which 
is to lead the country out of crisis and confusion. 


[Slavin] And what is the fate of this movement? 


[Zorkin] Our movement is connected with the alignment 
of the contemporary political forces and is affected by 
the contradictions that exist in society. It has precisely 
defined its strategy connected with extrication of the 
country from crisis. The parties that are members of the 
movement have the corresponding programs also. We 
make use of all that is valuable frorn them. But, as far as 
tactics are concerned, here there are problems. When the 
Federal Assembly adopted a state budget that contains 
much that cannot be fulfilled, in which all social pro- 
grams have been wound down, and that stimulates the 
demolition of high technology, the factions of the left 
should not have adopted it. They, thereby, hung a noose 
around their neck, tying themselves to the government 
course. You wrote about this in PRAVDA, in fact. 


[Slavin] But, a struggle around privatization has now 
been mounted. What do you think in this connection? 


[Zorkin] Privatization cannot be let slip. It is necessary, 
if it leads to the creation of a civilized economy and 
makes the people the proprietor. A rational combination 
of all forms of ownership: private, collective, and public, 
is needed here also. The main thing is that moderniza- 
tion, in which the working people themselves take an 
active part, begin. We cannot allow proprietors that want 
to secure their own well-being at the expense of the 
plunder of the country and the people to emerge in the 
course of privatization. 


[Slavin] Let us return to the problem of the tactics of the 
Accord for Russia movement. What is preventing it 
today from becoming an effective opposition force? 
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[Zorkin] Compromise on the one hand and extremism 
on the other. I have already spoken about compromise in 
respect to the adoption of the budget. As far as 
extremism is concerned, it is today affording the author- 
ities an excuse for reprisals against the opposition. 


[Slavin] To whom do you refer? 


[Zorkin] Just read what Limonov and Barkashov say 
about the need for revolution and struggle for the 
national idea, and you will understand. In the aftermath 
of such words, the authorities pack the entire opposition 
into “red-browns,”’ “communo-fascists,”’ and so forth. 


[Slavin] And you do not get the idea that some people are 
designing this specially? 


[Zorkin}] I do. Thus, for example, in a recent Gaydar 
article the * .vd-brown”’ label was pinned on all of us. For 
proof he rakes into a pile all the facts, even nonexistent 
ones. Specifically, he said that I was present at a radical 
demonstration at which I have never been in my life. 
And, the photo to which he refers is a simple collage 
featured in the newspaper ZAVTRA. 


[Slavin] I once said to Ye. Yakovlev: why do you accuse 
the communists and war veterans of fascism, it was they, 
after all, who saved the world from it. He had nothing to 
say. 


{Zorkin] I organically reject fascism. And not only 
because there is no family in our country that has not 
suffered from it. I have studied this phenomenon and 
written about it. If we are speaking about fascism, | 
would return this label to those that are encouraging it. 


[Slavin] Perhaps it is no accident that the authorities are 
encouraging extremists of the left, fascists, and national- 
ists? 


[Zorkin] I would not be surprised were we to one day 
learn that these organizations had been put together in 
certain offices and were being controlled from there. 


[Slavin] What form should the opposition take today, 
from your viewpoint? 


[Zorkin] To be brief, it should be without compromise 
and without extremism, that is, law-based, and should 
operate within the framework of the constitution. Any 
other action affords a pretext for making short shrift of 
it, as was done on 3-4 October of last year. 


[Slavin] But, at that time, the authorities themselves 
ignored the constitution and resorted to violence. 


{Zorkin] This is a different matter. If the opposition is 
law-based, it can rely on the people and demand that the 
authorities observe the law and the constitution. If this 
does not happen, then the people are entitled to resist 
and to replace the authorities in constitutional fashion. 
There are examples of this. Look what happened in 
Poland and Hungary and what is starting in Bulgaria. 
These processes are under way in Belorussia and 
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Ukraine. Those who do not express the interests of the 
people are forced to depart the political stage. Under 
these conditions, barricades are to the benefit of the 
authorities, which have military resources and are 
capable of drowning the insurgents in blood and sending 


people packing. 


[Slavin] You are, by all accounts, a centrist, but centrism 
failed at the time of the elections. 


[Zorkin] I do not like this word. Centrism failed here 
because it agreed to compromise with the government. 
Accord is not compromise. 


[Slavin] Your signature is among the organizers of the 
Accord for Russia. What needs to be done for this 
movement to be viable? 


{Zorkin] It needs to stick to its principles, create struc- 
tures locally, and act. When leaders betray agreed prin- 
ciples, people lose faith in (hem. It is not those that share 
the program of the movement and its principles but 
those that are violating them that should leave the 
movement. If we have declared ourselves patriots, not 
nationalists, then, consequently, the nationalists should 
leave the movement. We have clear principles of the 
fight against crime, economic revival, reconstitution of 
the Union, the fight against coi:ption in the machinery 
of state, and so forth. They are comprehensible and close 
to many people. They need to be upheld. So, first, 
principles. Second, the creation of structures locally. 
These should not be one-party structures, they should be 
civic supraparty structures expressing the interests of a 
majority of the people. Without them, the movement 
will degenerate into a club, into a get-together of politi- 
cians of the capital. And third and finally, action. 
Without assertive activity to accomplish the movement’s 
tasks we will achieve nothing. 


[Slavin] You said that a principle and, consequently, a 
task of the movement is reconstitution of the Union. 
How do you actually conceive of this? 


{Zorkin] We not only lived in a single economic space, 
we had unity in all spheres of life: social, political, 
spiritual. The Union was a living organism. Without its 
reconstitution, Russia will not emerge from crisis, nor 
will the other countries of the CIS, for that matter. Take 
today the 30 million Russians. This is the pain not only 
of Russia but of Ukraine and Kazakhstan also. 


[Slavin] It cannot be forgotten that the Soviet Union was 
a soviet and federative state. There is nothing of this left. 
What, in your view, is the form of its future reconstitu- 
tion? 


[Zorkin] First, it should be a union state, not a union of 
sti ‘es. Remnants of the union state have been preserved: 
borders; technological, economic, and family ties; and so 
forth. As long as there are borde 3, there is glob”! 
balance, and, if they disappear, there will be world 
catastrophe. The continued disintegration of the CIS and 
Russia would signify no longer a struggle of republics but 
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a struggle of regions, clans, families, and so forth. This 
would be a criminal society. The geopolitical absorption 
of these remnants on the part of Turkey, China, and 
other countries would occur. This is a regressive path of 
development. 


[Slavin] How are these processes to be halted? 


[Zorkin] Disregarding the possibilities of a mechanical 
restoration of the past, we have two paths of develop- 
ment: an inefficient confederation covering the same 
path of development by which we are proceeding cur- 
rently—CISism in a new wrapping. And intensive inte- 
gration in a single Union on a voluntary and modernized 
technological basis. We have a history that is common to 
all. It should form the basis of the spiritual unification of 
the Union. The history of Russia cannot be stopped at 
Nicholas II or Nicholas I, as I saw in one new textbook. 
Soviet history cannot be identified only with Stalinism. 
There is Stalin and Stalinism. If we see in our history 
only the Gulag, we will not understand the roots of our 
victory over fascism. In a word, v.* need a Union based 
on the community of historical fate of the Russian 
people, the community of the union economy and inter- 
national policy and security. All this may be achieved 
only on the basis of federation. Movement toward it 
should be rapid. The Belovezhskoye Agreement is the 
legal point of collapse of the Union, but it could be even 
worse—total chaos—we need, therefore, to move toward 
a new Union on a federative basis as swiftly as possible. 


[Slavin] Could the present politicians undertake this? 


[Zorkin] If the throne beneath them begins to splinter, 
perhaps they could. But the people must display the 
initiative, and this process has already begun. 


[Slavin] Will you be running for president at the next 
elections? 


[Zorkin] This question is inoperative since the problem of 
elections remains open as yet. Moreover, if the trend 
toward dictatorship strengthens, there will be no elections 
at all. Nonetheless, we need to do everything to ensure that 
they take place, as required by the constitution. 


Agrarian Party Political Tactics Assessed 


944F 11294 Moscow SEGODNYA in Russian 
27 Jul 94 p 2 


[Article by Dmitriy Kuznets: ““Agrarians Prepare to Take 
Power: Not for Selfish Purposes, but at the Will of the 
Kolkhoz Members Who Have Sent Them’”’] 


[Text] Mikhail Lapshin, the collective farmers’ leader, 
recently reported that his Agrarian Party’s main goal was 
to take power. Until recently no attempts to take over 
Kremlin offices had been noticed among the peaceable 
Agrarians. The limit of their dreams and aspirations was 
considered to be the office of vice-premier for specific 
agrarian issues. Aleksandr Zaveryukha, taken directly 
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from an Orenburg sovkhoz and placed ‘through friend- 
ship” on the Cabinet of Ministers by Premier Viktor 
Chernomyrdin himself, was called a creature of Mikhail 
Lapshin in an extremely provisional sense—most likely 
because of his vocational affiliation: Mr Zaveryukha was 
included on the APR’s [Agrarian Party of Russia’s] slate 
in State Duma elections to add weight to it and did not 
play any particular part in the campaign. Mr Lapshin, 
after achieving his planned success in the elections, 
immediately announced the APR’s opposition to the 
government without reckoning with the high office of his 
fellow party member Zaveryukha. 


However, the APR did not shun close contacts with the 
Council of Ministers in relation to its agrarian needs. 
Marches to Viktor Chernomyrdin for money and benefits, 
invariably accompanied by the calling of the acting finance 
minister onto the carpet, became a real tradition. The 
premier maintained a neutrality that was friei.dly to the 
Agrarians in their battle with the capital city’s mayor for 
the establishment of high import tariffs. And the Agrarians 
themselves did not lodge any particular complaints against 
the government. In general, they quite remote from their 
declared opposition stance. The party resembled a trade 
union more than a political organization. 


Mikhail Lapshin, however, strived not to distance himself 
too far from Gennadiy Zyuganov’s Communists, with 
whom the APR signed a protocol on cooperation even 
before the first session of the State Duma had opened. Mr 
Lapshin, Like Mr Zyuganov, did not sign the Treaty on 
Social Accord, in order that he might subsequently join the 
cofounders of the Accord for Russia movement. Mr Lap- 
shin did not show any particular zeal in building the new 
movement and even, citing an “important seminar,” sent 
Kemerovo collective farm member Gennadiy Dyudyayev 
to the first meeting of the “national council”; with his 
garbled report, Dyudyayev, against the backdrop of 
Aleksandr Rutskoy and Gennadiy Zyuganov, simply 
appeared pathetic. Observers even started talking about 
the end of the Agrarian-Communist bloc, which was sup- 
posed to mark the collapse of the leftist majority in the 
Duma. The pro-government position of Agrarian Ivan 
Rybkin, speaker of the State Duma, the active support by 
former minister of agriculture Kulik of the “democratic” 
Budget Committee’s decisions, and the “constructive” 
actions of Aleksandr Nazarchuk, chairman of the Com- 
mittee on Agrarian Questions, were cited as proof of the 
end of cooperation between the RF Communist Party and 
the APR. 


The first signs of the Lapshin agrarian trade union’s 
incipient transformation into a full-fledged party with 
aspirations to power were manifested quite recently. 
And it would seem that the Agrarians chose a bad time to 
display character—on the eve of the harvest season, 
when it is simply dangerous to quarrel with the govern- 
ment. And there was seemingly no reason for their doing 
so—Anatoliy Chubays took a step to accommodate 
Aleksandr Nazarchuk and removed a provision on the 
transfer of land to private ownership from the “agreed- 
upon” privatization program. Granted, Mr Chubays 
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replied in the negative when journalists asked whether 
this signified a complete abandonment of the privatiza- 
tion of land. The chairman of the State Committee on 
the Administration of State Property refused to make his 
idea more specific: “I can’t tell you everything,” he said, 
puzzling the reporters. 


To the great satisfaction of the Communists, the Agrar- 
ians, with the exception of deputies Rybkin, Kulik, 
Nazarchuk and Zaveryukha, voted against the privatiza- 
tion program, repaying their debt to Gennadiy Zyuganov 
for his help in passing the 1994 budget. Mr Nazarchuk, 
who tried to persuade the Agrarians to approve the 
program, was booed by his comrades-in-arms and 
descended from the Duma podium to cries of “Traitor!” 
Vice-Premier Zaveryukha, specially sent to the Duma by 
Viktor Chernomyrdin in order to persuade the Agrarians 
through his personal example to adopt the program, 
received the same characterization from his colleagues 
that they had awarded to Mr Nazarchuk. 


In the meantime, Mikhail Lapshin signed a pact on 
cooperation with Sergey Baburin, so that no one would 
have any doubts as to his opposition stance. To crown it 
all, the Agrarians’ leader promised the government “all 
forms of social protest, including strikes.” 


It appears that the explanation for the APR’s sudden 
manifestations of disloyalty lies right on the surface: the 
government itself spoiled relations with Mr Lapshin and 
his comrades-in-arms. Yuriy Luzhkov won favorable 
food import conditions for the capital, and for the first 
time the Council of Ministers refused to set procurement 
prices for grain, an act which threatens the “death of the 
agrarian sector under the uncontrolled conditions of the 
market.” The only way the government can restcre 
contact with the APR is by making another set of 
concessions. That is particularly feasible in that the 
Agrarians are not interested in power as such: the trade 
union remains a trade union. 


‘Russian National Unity’ Party Reviewed 


944F1160A Novosibirsk VECHERNIY NOVOSIBIRSK 
in Russian 1 Aug 94 p 5 


[Article by Andrey Arbenyev: “Will There Be Such a 
Party?”’} 


[Text] Russian National Unity [RNE]—such a political 
organization does exist. RNE for short. This organiza- 
tion is now sufficiently well known, especially after the 
Moscow events in October 1993. Members of the RNE 
wear black uniforms, a badge with a swastika, and call 
each other comrades-in-arms. 


The RNE is objectively a real force in contemporary 
political life. There is abundant evidence of this. The 
most important piece of evidence is the negative irri- 
tated reaction to the RNE from its political opponents. 
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Even Lenin in his day taught his colleagues in the party 
that when they say bad things about you, that is good, it 
means that they have been listening to you and are 
afraid. The leader of the RNE, Aleksandr Barkashov, has 
in fact been listened to. What is more, not only in Russia, 
but also abroad. When Barkashov was under investiga- 
tion following the October events, “right-wing”’ politi- 
cians of certain Western states offered Barkashov polit- 
ical asylum. It is also true that certain political circles 
have a healthy fear of Barkashov and his comrades- 
in-arms. An example of this is the attempt to eliminate 
Barkashov on one occasion when in the early morning he 
was seriously wounded by a shot from a passing car. 


There is good reason to fear the leader of the RNE and 
his comrades-in-arms. The RNE Code of Honor states 
straightforwardly: “Pursuing the external and internal 
enemies of the Russian nation, however far they may be 
outside the limits of Russia, is a matter of honor of 
coinrades-in-arms,” and a bit further on, “only death can 
serve as justification for the comrade-in-arms to fail to 
observe this code.”” This kind of “severity,” you will 
agree, does not exist in any political organization. Would 
that these were only empty words. In October 1993 the 
comrades-in-arms showed quite vividly their fighting 
qualities. As Barkashov himself wrote in an article 
entitled “Clarification of Position,” referring to mem- 
bers of the RNE, “the immense superiority in weaponry 
by no means demoralized them, but only evoked regret 
that they had only one automatic weapon among the five 
of them.”’ Whatever one’s attitude towards the RNE, it is 
only fair to say that this is the truth. 


But it is not only the “demonstrated severity” of the 
RNE that irritates opponents of this organization, but to 
a greater degree its moral and political position. In this 
case the conflict is not merely between two ideologies, 
but between two world outlooks, two different mindsets. 
On the one hand there are the most extreme radical 
Westerners, who believe that the flowering of Russia is 
possible only if Western “civilized” forms of govern- 
ment, Western “civilized” standards of behavior, are 
inoculated into Russia, and still better, if Russia is 
renamed New America, while on the other hand there is 
the most extreme flank of Russophile ideas, taking the 
view that Russia mus* be a strictly unitary Russian state, 
must go its own particular way, should not have friends, 
and should take revenge on all Westerners and the West. 
Given this state of affairs, of course, there can be no 
question of compromise, of a search for accommodation; 
on the contrary, these two extreme wings in world 
outlook collide like charges in the atomic bomb. 


In general, as far as fascism is concerned, this word is 
today being thrown about by everyone who is not lazy in 
order to smear his political opponent. But for me per- 
sonally, when anyone mentions the word “fascism,” I 
always want to know what kind of fascism? It is just that 
in the years of Stalin through Brezhnev ihe Soviet people 
knew one type of fascism—Hitler’s. However, the whole 
world knows that fascism is a very diverse phenomenon. 
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Hitler had a quarrel with Mussolini because Mussolini 
believed that socialism was better than fascism, and, 
unlike Hitler, he did not persecute the Jews. At the same 
time, the religious leader of Portugal, Salazar, was in 
many respects cool towards both Hitler and Mussolini, 
believing as he did that any national state must be built 
on a religious foundation. And General Franco, even 
after a manifestly dictatorial rule, restored the monarchy 
in Spain. And there have been other fascist leaders who 
have practiced what is meant by this term in altogether 
different ways. To unthinkingly accuse members of the 
RNE of fascism, as some of the politicians and journal- 
ists do in focusing their attention on the badges with the 
swastika, does not in the end work against the RNE, but 
precisely in its favor. Judging by the speed with which 
this organization is spreading in Russia, by the way in 
which young people are readily joining its ranks, this is 
obvious. What has this occurred? Why has the effect 
been the opposite? The reason is that you can accuse 
someone of something bad only when that something 
bad has been DONE and has been proven. Otherwise, in 
the eyes of the public, especially here in Russia, that 
person begins to look like an innocent victim who has 
been insulted undeservingly. It is true that attempts were 
made \o charge the RNE with an attempt at armed 
revolution, attempts were made to prove it, but these 
attempts, as we know, were not crowned with any kind of 
noticeable success. In the final analysis it was not the 
RNE that fired from the tanks at the House of Soviets 
and not the RNE that beat Muscovites over the head 
with cudgels. Murder will out. Western analysts, who, as 
reported in certain newspapers (not opposition papers at 
all), have been suggesting to Yeltsin that he resolve the 
political crisis that has arisen through the use of arms, 
only showed thereby that their help is dubious. Boris 
Nikolayevich proved to ve such a “rigid” peasant that in 
its understandable fear society veered over to the side of 
Zhirinovskiy (I am referring to 12 December), thereby 
making a kind of counterweight. On one pan of the 
balance you have Yeltsin, the rigid peasant, and on the 
other Zhirinovskiy, also a rigid peasant. The badges with 
the swastika frightened very few people, precisely 
because they had tediously been trying to frighten them 
for a long time. Which only aroused idle curiosity. The 
comrades-in-arms clearly explain to all the curious that 
the motif of the swastika (otherwise known as the 
rotating cross) is the most ancient symbol of the 
Orthodox and signifies the presence of God. Historians 
can confirm at this point that the ancient Russians did 
represent the swastika, as well as the eight-pointed star, 
on their clothing, on weapons, and on household objects. 
But this is a question of attribution. I think that the 
ordinary man has little interest in archaeological explo- 
rations, but it is extremely important to him that 
someone be concerned about his stomach. Even 
according to official statistics, as ARGUMENTY I 
FAKTY regularly tells us, nearly 60 percent of the 
population of our country is living either on or below the 
poverty line. I think that those people care not at all who 
it is who is going to raise the level of their prosperity. The 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 














FBIS-USR-94-088 
15 August 1994 


person with the swastika or again the person with the red 
star. That is why one can state precisely that these people 
will not vote for the present leadership of the country, 
during whose administration they have been impover- 
ished. 


Judging by all appearances, the present ruling elite has 
nevertheless figured out that you do not take organizations 
like the RNE by storm with swooping cavalry attacks. This 
probably explains the recent decision concerning this orga- 
nization. The RNE is being allowed to become a party, and 
this fall the RNE intends to register. This has pluses and 
minuses for Russian National Unity. On the one hand 
party status allows them to propagandize the ideas of the 
RNE more effectively and widely, but on the other the 
RNE will be under tighter control, and it will have more 
difficulty performing political maneuvers. In concluding 
the article, I would like to say that an organization of the 
RNE has also been formed here in Novosibirsk. And this 
fall its members will probably stage a wide effort, so do not 
be surprised if in coming months they begin to promote 
enrollment in the RNE. 


Accord for Russia Goals Examined 


944K 1959A Moscow LITERATURNAYA GAZETA 
in Russian No 30, 27 Jul 94 p 11 


[Article by Arkadiy Chereshnya: “Blessed Are the 
Peacemakers?”’] 


[Text] It is hard to believe that the opposition desires 
accord.... 


At a recent news conference, the leaders of the Accord 
for Russia public movement sharply criticized the eco- 
nomic policy of the present government, which has 
brought the country, in their opinion, to genuine catas- 
trophe. They promised in this connection to raise in the 
Duma the question of confidence in V. Chernomyrdin’s 
Cabinet. This recently shaped political formation, which 
has absorbed into its ranks public figures with highly 
divergent modes of thinking—from Lipitskiy through 
Prokhanov—has been making its presence felt increas- 
ingly loudly as of late. It is obvious that a highly 
influential force building far-reeching plans for the 
reconstitution of Russia and the unification of the main 
opposition forces has appeared on the boards of the 
political theater. 


Let us try to answer two simple questions: What are their 
ultimate goals, and to what extent have they observed 
the ideals of national accord in their past public activity? 
Their goals are, undoubtedly, very noble: to erect a 
barrier in the way of the orgy of crime and to prevent 
unemployment and starvation. Just one thing is unclear: 
How does this exalted appeal differ from the hundreds of 
other pious promises heard earlier from political depart- 
ments and pulpits from preachers of all stripes? 


The document going by the highly promising name of 
“Accord for Russia” is, generally, an out-and-out sermon 
containing not a grain of practical solutions for the most 
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acute problems of Russian society. The noble mission is 
“to avert the final disintegration of historical Russia.” 
But what do our peacemakers consider historical Russia? 
Crimea, the Donbass, North Kazakhstan, Chechnya, and 
Dagestan, or the Baltics together with Moldavia [Mold- 
ova], perhaps? Will the national states within Russia in 
its present borders be preserved, do the leaders of the 
Accord for Russia movement consider these borders 
final or interim—this is the main question. And without 
knowing the answer to this pivotal question, is it possible 
to unite with people whose views could ultimately prove 
to be directly opposite to one’s own? 


One of the proclaimed goals of the participants in this 
ostensibly noble movement is “to restore the strength 
and might of Russian statehood.” But do we not know of 
the sorry experience of Russian history, when a super- 
powerful state suppressed and lacerated the civil society 
and literally drowned Russia in blood? This signified 
both the savage annihilation of thousands of Novgor- 
oders at the command of Ivan the Terrible and the 
crucifixion of millions of people under the Bolsheviks. In 
both instances, we would note, Russia was a strong and 
powerful state, and there reigned in society, instead of 
accord, bloody turmoil. Perhaps we need, on the con- 
trary, to create from scratch a strong civil society and 
local government, and to strengthen the influence of 
independent social, class, and professional groups and 
the news media, boldly exposing the vices of statesmen? 
Nonetheless, the noble appeal “to seek peace and 
accord” merits, at first sight, broad public support. 


I am sure that, despite the confusion, contradictoriness, 
and vagueness of many of the ideas constituting the 
backbone of the program of the Accord for Russia 
movement, it would be supported by a majority of 
reasonably minded Russians. But on one indispensable 
condition: had many of those who signed this appeal not 
in the past departed considerably from the ideals of 
peace, national accord, and goodness that they are pro- 
pounding at the present time. Not all, of course. It would 
be wrong, probably, to unfairly hurl this reproach at 
Mikhalkov, Shilov, and Tsipko. They are entirely sincere 
and consistent in their views, and they cannot be accused 
of trivial nationalism. But other people entirely are 
sailing in this dugout also. Prokhanov, for example, who 
would like to impregnate the Eurasian idea with the 
“black sperm of fascism.” The times that the newspapers 
DEN and ZAVTRA have called for violence against 
dissidents are beyond number. The number of pieces of 
racist drivel—from the “Protocols of the Elders of Zion” 
through the misanthropic monologues of Zhirinovskiy 
and the direct glorification of the Nazi order “a la 
Barkashov’—is simply not assessable. And here this 
proponent of the “flowers of evil,” the nightingale of 
Russian nationalism, is publicly expressing a commit- 
ment to beliefs “rejecting violence, racism, and nation- 
alism.”” And he is not alone at this fair of political 
shamelessness. 
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Here is an implacable fighter against the “anti-popular 
Yeltsin regime”—Z. Zyuganov, leader of the Commu- 
nist Party of the Russian Federation. Only his views may 
be termed communist only with great difficulty, in my 
opinion. Communists are by definition internationalists. 
Zyuganov, however, is building the party on the Russian 
national idea, which is infinitely far from proletarian 
internationalism. According to the logic of things, the 
Communist Party should be actively fighting against all 
manifestations of nationalism. In fact, however, it is— 
secretly or openly—forming a bloc with various detach- 
ments of nationalists. In any event, neither the Commu- 
nist Party of the Russian Federation nor Zyuganov 
personally is displaying any real efforts to combat the 
turbid nationalist wave that has engulfed certain strata of 
Russian society. This ‘vas revealed sufficiently clearly, in 
particular, at the memorable meeting of the “patriotic” 
public in Izmaylovo. Can we in the wake of this blindly 
believe in Zyuganov’s signature beneath exalted words 
about the rejection of racism and nationalism? I person- 
ally doubt it. 


Two further political stars of the fledgling public move- 
ment designed to save Russia are, perhaps, of the biggest 
magnitude—Rutskoy and Zorkin. The general’s political 
zigzags are sufficiently well known. It is hardly fortuitous 
that he maintained for a long time close ties to the 
Fatherland Society, which was famous for its dislike of 
non-Russians. According to his own statements, Rutskoy 
was in command of the defense of the White House last 
fall. Consequently, without his consent Barkashov and 
his “comrades in arms” could not have constituted the 
backbone of the internal security of the building. That 
same Barkashov and his storm troopers who publicly 
preach a ban on mixed marriages, the protection of the 
racial purity of the Russian people in criminal fashion, 
the eradication (extermination, it has to be assumed) of 
Jews and Gypsies, and a thousand other Nazi delights. 
Now, speaking on 9 May in “dive-bomber” style, our 
ex-vice called for an end to the current regime. Only it is 
not all that clear here how this is an appeal for accord. 


I cannot and should not reproach Zorkin with the sin of 
nationalism or of preaching violence. On the contrary, 
while still chairman of the Constitutional Court he was 
famous for his peacemaking activity. Just one thing I 
cannot grasp: he, a legal scholar and lawyer, did all this in 
defiance of the law on the Constitutional Court, having 
plunged headlong into politics. Of course, this was far 
mure effective than, discharging his professional duty, 
demanding the elimination of numerous constitutional 
blind alleys and snares. But it was they that to a consid- 
erable extent increased the opposition of the parties that 
led to the tragic denouement in October. And the per- 
sonal blame of Zorkin in this is not that negligible. He, as 
a partial judge, saw violations of constitutional legality 
only in the presidential camp, but failed to spot the 
glaring transgressions of its opponents. It is sufficient to 
recall the episode when more than 2 million signatures 
for a referendum on the land had been collected, and 
parliament, in defiance of all constitutional principles 
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and rules of law, declined to schedule it. An outright, 
scandalous violation, but Zorkin kept mum.... 


Zorkin, I repeat, is not a nationalist. In addition, he 
observed in a recent interview in PRAVDA (23 July 
1994) that nationalists should quit the movement. But it 
transpires here, according to Zorkin, that it is the present 
authorities who are encouraging the fascists and nation- 
alists. A splendid ability to stand everything on its head! 
It was Yeltsin’s team, consequently, not the o; position, 
that appealed to Barkashov’s nationalist host to come to 
its defense at the time of “Black October.” Conse- 
quently, it is not the authorities that are attempting, 
albeit unsuccessfully, to close the Black Hundred news- 
paper ZAVTRA but the well-known “fighter against 
fascism” Zorkin, even though he has joined forces with 
Prokhanov on the ideological platform of the Accord for 
Russia.... 


Nationalists speaking of the fight against nationalism, 
supporters of violence calling for peace and accord—is 
this not a mockery of common sense? Perhaps these 
people have as of a particular tine inwardly changed and 
taken steps, not in word but in deed, toward national 
accord and reconciliation? Were that it were so. The 
recent statements and actions of Rutskoy, Prokhanov, 
and Zyuganov compel us to doubt this. 


We do, truly, need accord for Russia. But handsome 
appeals are not enough for this—actions that lead in 
practice to accord, not that threaten a new spiral of 
confrontation, are needed. 


Recent Party Developments Reported 


944F1090A Moscow OBSHCHAYA GAZETA 
in Russian No 29, 22 Jul 94 p 8 


[Article by Andrey Zhukov, “Partklub” duty officer: 
“Radicals of All Communist Parties—Unite!” 


[Text] During the All-Russian (Interparty) Conference of 
Communists held this week in the capital’s Krasnyy 
Oktyabr DK, six of the most radical communist parties 
joined together into the Roskomsoyuz [Russian Commu- 
nist Union]. Their main motto—“The revolutionary path 
of establishing the power of the laborers.” 


Joining together into the Roskomsoyuz are Viktor Anpi- 
lov’s Russian Communist Workers’ Party (with a mem- 
bership of up to 80,000 and divisions in 19 regions), 
Nina Andreyeva’s All-Russian Communist Party of Bol- 
sheviks (around 10,000 members, three divisions), 
Aleksey Prigarin’s “Communist Union” Party (accord- 
ing to the leaders, 10,000 members and 50 regional 
organizations), Anatoliy Kryuchkov’s Russian Commu- 
nist Party (around 3,000 members, with the largest 
organizations in the capitals), the Moscow SCP-CPSU 
organization, and the RF ‘“‘Leninist Platform” 
Communist Party headed by Richard Kosolapov. 


Despite all of its diversity, this association is unified in 
one thing—ultracommunist radicalism. Anpilov is 
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appealing for an all-Russian strike on 21 September, 
Andreyeva stands on the positions of “revolutionary 
leadership,” and Kosolapov intends to revive the “dic- 
tatorship of the proletariat.” In all other regards, ideo- 
logical pluralism reigns in the Roskomsoyuz. There is no 
unity in appraisal of history, and no similarity in under- 
standing of the ways of reaching the goal—the “triumph 
of communism.” Some feel that a comuuon party needs 
to be created right away, while others vuggest first 
undergoing training in joint actions. But all have already 
come to understand that “the time for small parties has 
passed,” and “a powerful organization with its own 
structures and with contacts must be created.”’ As 
Prigarin declared, “only a massive organization is 
capable today of waging an effective struggle” in the 
interests of the proletariat. 


The other and possibly most important reason for unifi- 
cation is a feeling of enmity. Radical communists 
despise the “‘antipopular regime,” which is leading the 
country to “barbaric capitalism.” They do not wish to 
get along with it, and they want to assume all power for 
themselves. In this case even the notion of negotiations 
or compromises is not allowed. Everything here is simple 
and clear—class enemies. 


But members of the Roskomsoyuz are just as implacable 
in relation to their fellows in the communist camp who 
wish to maintain a respectable image. This meens Zyu- 
ganov and his party primarily. 


While Anpilov & Co were defending Soviet power at the 
Russian White House, Zyuganov was “stealing toward 
power.” While other communists were for the most part 
under a prohibition, Zyuganov was able to acquire 
positions of leadership on an ail-Russian scale. What is 
most insulting is that almost all communists went with 
him in the elections. As a result many of the “founding 
fathers” of the Roskomsoyuz, whose parties never were 
very large, have now found themselves akin to “generals 
without armies.” 


Exposing the “dissenters and opportunists,” the “‘parto- 
crat-regenerates” and the “liberals in communism” (and 
all of this is for Zyuganov and Shenin), the leaders of the 
Roskomsoyuz emphasized that they are not thirsting for 
the blood of their fellows. In Anpilov’s words “‘the main 
struggle today must be for the rank and file of the RF 
Communist Party, who have nothing in common with the 
conciliatory elite headed by Zyuganov. These are our 
brothers, and we must bring them back.” The desire to 
return the lost sheep to the bosom of the true faith is 
praiseworthy. Mr. Kosolapov will probably manage to 
“splinter off’ a rather sizable part of the RF Communist 
Party to his “Leninist Platform”: According to informa- 
tion from the regions, the RF Communist Party has not 
fully justified the expectations of rank-and-file commu- 
nists. 


The new alliance probably could split the RF Commu- 
nist Party, and even attract a sizable part of the present 
followers of Zyuganov. But the tone in the Roskomsoyuz 
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is being set by Anpilov (his organization is the largest). 
And his radicalism is not fully “digestible” even by the 
communists themselves. 


Establishment of the Party of Popular Self-Management 
(PNS) should be singled owt among other events in party 
life. Its establishment was announced by the well known 
ophthalmologist Svyatoslav Fedorov. The main idea is 
this: “Those who work must possess the means of 
production.” This is now the fourth party in which the 
scientist is participating. The CPSU, PES [Economic 
Freedom Party] RDDR [Russian Movement for Demo- 
cratic Reforms] each had their turn. Judging from every- 
thing, the party’s creator is full of illusions. Mr. Fedorov 
doesn’t intend to spend very much time on politics: 8-10 
hours a year on press conferences. He has made no 
promises at all to work in structures of power, because 
“power corrupts.” 


The “Soyuz” Popular Movement, created on the basis of 
the deputy group of the RF Supreme Soviet of the same 
name, announced its intention to conduct a second 
Congress of People’s of the USSR in September of this 
year. The movement intends to revive the union market 
and the USSR’s constitutional bodies, and strengthen 
statehood. Judging from the fact that in recent times 
agro-communists (the APR and the RF Communist 
Party), the followers of Zhirinovskiy (the LDPR) and the 
followers of Baburin (ROS) have recently joined the 
movement as collective members, the ideas of “Soyuz” 
are being absorbed by the party masses. 


A new association has registered with the Ministry of 
Justice—a KGB veteran’s club. The club wishes to 
support no political party other than the “party in 
power’: The club’s members intend to “cooperate 
widely with state organizations.” The club is now cre- 
ating a legal defense service and a computerized labor 
exchange. And most importantly, a ““commercial belt” 
taking the form of the VEG (State Security Veterans) 
consulting firm. Capitalizing on surviving contacts, the 
retired state security agents could keep any company 
under surveillance the client wishes. 


Regional Governors Propose Coordinating Council 


944F1090B Moscow OBSHCHAYA GAZETA 
in Russian No 29, 22 Jul 94 p 8 


[Article by Nikolay Troitskiy: “Governors Storm the 
Bastions: Leaders of the Subjects of the Federation—A 
Play in Four Acts”’] 


[Text] A group of leaders of subjects of the Russian 
Federation suggested to Boris Yeltsin that he establish a 
Coordinating Council on State Bodies of Government 
which would include, according to the idea, the president, 
the prime minister, the leaders of both houses of the 
Federal Assembly, and the 88 heads of republics, krays 
and oblasts. 


The plan for creating an all-penetrating and all- 
embracing ‘“‘coordinating council” was born in the sub- 
soil of the union of Russian governors, and it was 
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presented during a presidential reception a few weeks 
after Kremlin administrative head Sergey Filatov 
announced forthcoming universal elections of heads of 
kray and oblast administrations (see OBSHCHAYA 
GAZETA, No 28). As it turned out, the governors 
offered a counter-initiative, and demanded their share in 
direct administration of Russia. Regional leaders are no 
longer happy with the middlemen—the parliament and 
government. It would be by far more convenient to make 
one’s way right to the top, to the president, and try to at 
least influence the policy of the federal Center, if not 
determine it. 


The fantasy of the governors is astounding in its scope: 
Building such a “government superbody” has never been 
proposed, and it appears to be divorced from reality, all 
the more so because a “coordinating council” would be 
clearly inconsistent with the currently effective Consti- 
tution of the Russian Federation. But first of all, plans 
not even as utopic as this have already been tried in 
Russia, and never has the Basic Law been an obstacle. 
Second, there is nothing new and surprising in the plan 
of the governors’ union. On the contrary the traditions 
and continuity in mutual relations between Moscow and 
the provinces are ouvious. The plan for creating the 
Coordinating Council of State Bodies is the fourth 
attempt by subjects of the Federation to take power into 
their own hands in the last 2 years. 


Act I. Initiative From Below 


In March 1993 a document titled “Agreement on the 
Council of the Federation” was distributed at the Ninth 
Congress of RF People’s Deputies. The first article to the 
Agreement declared: “In order to stabilize the constitu- 
tional structure, and ensure the constitutional rights of 
subjects of the Federation and coordination of actions 
with federal bodies of government, the Council of the 
Federation shall be formed....” 


The need for such a body was substantiated in an 
explanatory note accompanying the document by “sharp 
aggravation of the conflict in the upper echelons of 
power,” while its essence reduced to “including subjects 
of the Federation in adoption of decisions fundamental 
to Russia’s development and in their legislative docu- 
mentation, and thus protecting ihe Russian state and 
Constitution from arbitrary, ill-conceived decisions of 
federal and regional authorities.” 


That first plan reached the capital from the back waters— 
it was written by Nizhiy Novgorod Oblast Governor 
Boris Nemtsov jointly with his associates, and it was 
supported by the administrative heads of many krays 
and oblasts. With a war raging between the president and 
the Supreme Soviet, subjects of the Federation 
attempted to make their way to the levers of control by 
legitimate means. But they were unsuccessful: The plan 
for establishing such a Council of the Federation raised 
concerns on both the right and the left—both Khasbu- 
latov and Yeltsin turned it down. 





FBIS-USR-94-088 
15 August 1994 


Act II. Initiative From Above 


Five months later, in late August 1993, a document titled 
‘Agreement on Formation of the Council of the Feder- 
ation’”” emerged from the president’s office. The first 
item of the new “Agreement” declared: “To form the 
Council of the Federation as a consultative-advisory 
body consisting of the leaders of bodies of state govern- 
ment, chairmen of the soviets of people’s deputies and 
heads of executive power of the subjects of the Russian 
Federation in order to work out coordinated 
approaches..., ensure the integrity and security of the 
Russian Federation, and develop proposals on the most 
important issues pertaining to administration of the 
Russian Federation and its subjects.” 


The Kremlin document, which was authenticated by the 
chief of the presidential administration, Sergey Filatov, 
and sent to all of the republics, krays and oblasts, was so 
similar to the creation of the Nizhiy Novgorod governor 
that they could be taken for twins. But there were 
differences as well. In the “second reading” a proposal 
was made to add to the membership of the Council of the 
Federation the leader of the armed forces and the pres- 
ident of the Russian Federation, who would serve as 
chairman of the Council. The motivations were different 
this time as well: Rather than the regions attempting to 
assume the powers of managing the country, the presi- 
dent was prepared to share power with subjects of the 
Federation (a significant difference!}—for the sake of 
removing power from the congress and the Supreme 
Soviet. 


But time ran out before this body could be created: Not 
even a month had passed when Yeltsin forced an end to 
his relationship with the parliament. 


Act III. Initiative From the Side 


Another document appeared in the days of the “revolu- 
tionary 10-day period,” in late September 1993—this 
time the “Agreement on Creation of the Council of 
Subjects of the Federation.” The Supreme Soviet was 
already abolished, but it continued to resist. The presi- 
dent did not appear to be doing anything. Capitalizing 
on the “revolutionary situation” the representatives of 
63 subjects of the Federation posed a unique ultimatum 
to both branches, and attempted to take all power into 
their own hands, to create a “body to manage the country 
in the transitional period” —until the special presidential 
and parliamentary elections. 


Once again, nothing came of it. The president soon 
regathered his wits, and with the help of tanks and APCs 
he restored order in the bodies of government, in the 
Federation, and in its subjects. Regional leaders 
clammed up in anticipation of better times. 


Act IV. The Struggle for Initiative 


And now everything started all over again. When the 
internecine war between the legislative and executive 
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branches of government subsided, conflicts between the 
Center and subjects of the Federation assumed center 
stage. The heads of the regions are once again storming 
the bastions of federal power, and once again they are 
dissatisfied with their position and with the amount of 
influence they have over the most important decisions. 


During this time the Council of the Federation did of 
course came into being as the upper house of parliament 
in Russia, with all heads of republics and administra- 
tions (wishing to be so) being elected to serve as its 
deputies. However, this legislative surrogate failed to 
justify the hopes of provincial chiefs, and upon being 
tested it was found to be an absolutely powerless body 
having no real authority. Moreover Vladimir Shumeyko, 
the head of the Council of the Federation, decided to rely 
not on the subjects of the Federation but on associations 
established for interregional cooperation—the Northern 
Caucasian Association, the Greater Volga Association, 
the Siberian Agreement, Great Ural and others. At one 
time these large formations were created by the repub- 
lics, krays and oblasts making them up in order to 
coordinate the struggle for the rights and powers of the 
regions. But in recent times the relations between the 
leaders of the associations and the governors of their 
component parts have begun growing increasingly 
tenser—they can’t share power. 


So where can the governors go now? They do not have 
their own faction in the State Duma. The government is 
pursuing a rigid “unitarian” policy, cutting down all 
self-willed and sovereign claims of the subjects. The 
Center does of course intend to sign separate agreements 
with the republics and sign treaties delimiting powers, 
but the krays and oblasts have found themselves on the 
sidelines of the federative process. This was in fact what 
forced their heads to think up yet another plan—the 
fourth—for creating a body of government in which a 
place could be found for themselves. 


Boris Nikolayevich promised “to think about” the idea. 
The president could of course reject the idea as well. But 
according to experts Moscow is having increasingly less 
control of the situation in the regions. As a result around 
60 percent of the deputy seats in elections to local bodies 
of representative government were won by representa- 
tives of the communist and other opposition parties. 
Members of opposing parties were even elected heads of 
regional parliaments in some places, for example in 
Chuvashia and in Penza, Orel, Lipetsk, Voronezh and 
Kemerovo oblasts. 


Thus if the president and his team wish to remain in power 
for the longest time possible, they will be compelled to rely 
upon the administrative heads and presidents of the repub- 
lics. By reinforcing their status, the Kremlin will also 
strengthen its own position. Consequently sharing not just 
symbolic but real power with the leaders of the subjects of 
the Federation will be necessary. 
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Elite Clubs Make Up New Political Lobbying 
System 


944F1087A Moscow NEZAVISIMAYA GAZETA 
in Russian 29 Jul 94 p 2 


[Article by Yevgeniy Krasnikov under “Carte Blanche” 
rubric: “Clubs Instead of Parties?: A New System of 
Political Lobbying Is Coming Together in Russia”) 


[Text] Certainly one of the main results of the pronounce- 
ment of the “independence” of Russia in 1991 was the 
formation of a vertical executive power structure (from the 
president to the okrug [district] prefect) that is absolutely 
independent of political organizations, representative 
institutes, and, in the final analysis, citizens. Undoubtedly 
a rudimentary Federal Assembly (with all of its factions 
and groupings) is incapable of seriously controlling the 
situation in the country. Under present conditions, not 
only parties and movements but also major corporate 
associations of entrepreneurs, industrialists, and financiers 
are unable to exercise effective influence on the decisions 
of the president and government. 


The old mechanisms of lobbying have already broken 
down but new and effective means have not yet 
appeared. It is, therefore, not surprising that the idea of 
an “elite club” has become popular with both the sup- 
porters and the opponents of the present authority 1s a 
means to influence the situation in the country both 
incirectly and directly. There is doubtless also a psycho- 
logical factor at work here: representatives of old and 
new elites usually prefer not to link their opinions with 
any parties but think that it is prestigious and safe to be 
a member of an influential club. 


A number of such structures have appeared in Russia 
recently: the reform club “Interaction,” Club-93, the 
VIP Club, the Council for Foreign and Defense Policy, 
the club of “Realists,” etc. As a rule, they are closed to 
the press so that their members can “unwind” and feel 
completely comfortable. But it is not very difficult to 
find out what takes place at their meetings if there is a 
desire to do so. 


As a rule, the system for the work of these clubs is 
organized in a single pattern: a two or three-hour general 
meeting, in the course of which the members of the club 
or renowned guests present their talks, and then they 
might have wine or a good dinner. But the composition, 
objectives, and menu of the elite clubs vary greatly. For 
example, the primary task of the club “Interaction” is 
the establishment of close friendly and other ties 
between the reformers of the Gaydar government and 
“progressive Russian entrepreneurs.” Club-93 is more 
for discussion, in which an assistant of the president and 
an assistant of the former vice-president may sit at one 
table. In the words of club member and political scientist 
Aleksandr Zipko, at such a moment “we forget about our 
political differences and remember that we are scientists 
and that we have a common language—science.”” The 
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club encompassing various parliamentary groups that 
was established recently by Gennadiy Burbulis has the 
objective of coordinating the actions of three democratic 
factions of the State Duma: “‘Russia’s Choice,” “*Yab- 
loko,” and “PRES” (Russian Unity and Accord Party]. 
At the present time, the “Realists” club could probably 
be considered closest to power. Its members include 
administrative heads, leaders of powerful concerns and 
corporations, and well-known public figures. Its meet- 
ings are popular with ministers and the leaders of the 
club hope that the president and government will listen 
to their recommendations. 


The political clubs also differ in their external appear- 
ance. Club-93 and the “Realists” club hold their meet- 
ings in prestigious hotels, where they enjoy the comfort 
and cuisine of the European class, whereas, for example, 
the Association of Political Experts (ASPEK), oriented 
toward the opposition and uniting politicians from 
opposing parties and factions, holds its meetings in one 
of the rooms of the State Duma in a completely demo- 
cratic atmosphere—with beer and fish. 


How do the political clubs attempt to influence power 
structures? As a rule, this takes place eitner through the 
direct sending of appeals and petitions “‘to the highest 
name” or through high-placed members of the club who 
are at home in the corridors of power. Thus, in Sep- 
tember of last year, Club-93 appealed to the president 
and parliament to go for the “zero-option.” The “P~al- 
ists” are now sending their own economic studies to 
Yeltsin and Chernomyrdin. But how effective are such 
methods? Although, as was said, many clubs include 
influential politicians and businessmen, one cannot yet 
say that the club structures themselves now have a 
serious impact on the power and situation in the country. 


It may be that the problem is precisely that their orga- 
nizers are not yet able to set up “interelite interaction.” 
The club members do not feel that they are a single 
corporation united by a common task and clearly formu- 
lated interests. For the time being, the elitist club is just 
a place for interesting meetings, where one can find new 
and useful acquaintances. It cannot be ruled out, how- 
ever, that the situation may change. 


Most of the clubs are rather young, they still lack internal 
ties, and a microclimate has not yet been established. 
Meanwhile, some of the political clubs have quite com- 
prehensive plans. In the words of Yuriy Petrov, presi- 
dent of the “Realists” club and and chairman of the State 
Investment Corporation, local club branches must be 
established. At the same time, Petrov did not rule out 
that the “Realists” might participate in new elections. 


After the events of October, when part of the politicized 
intelligentsia became disillusioned with the Yeltsin 
regime, intellectual clubs appeared in the opposition as 
well. The most significant of them is the club “Substan- 
tial [Soderzhatelnoye! Unity” headed by Sergey Kurgin- 
yan. The object of the influence here is not power but 
opposition. Essentially Kurginyan’s club represents an 
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“institute to raise the qualifications” of the leaders of the 
“patriotic resistance.” At its meetings, they are working 
out an ideology that is supposed to help the opponents of 
the current authority not only to assess their strengths 
correctly but also to guarantee their victory in future 
elections. 


Arrest of Werewolves Viewed 


944F1118A Moscow NOVOYE VREMYA in Russian 
No 29, Jul 94 p 7 


[Article by Vadim Dubnov, under rubric “Fascism”: 
“Operation Werewolf: A Detective Story and Politics’’] 


[Text] Nazis from “Vervolf” [in German, Werwolf] have 
proven to be the most refined followers of Hitler and the 
most convenient target for Russian intelligence services. 


In the fight against Russian fascism, the first success has 
been achieved: the ““Vervolf” Legion has been destroyed. 


The word “Vervolf,” in translation from the German, 
means “werewolf.”” Our “‘werewolves” have shown little 
concern about the propriety of their guise. Of course they 
had a “cover”—they were guarding the nursery at the 
Timiryazev Agricultural Academy. But that did not 
prevent them in any way from setting up their headquar- 
ters there, with almost no attempt to conceal their 
actions, or even from celebrating in a practically open 
manner the birthday of the ‘“Fuchrer of all times and 
nations.” 


Members of the Moscow Antifascist Center assert that 
more than a year ago, at Pushkinskaya Ploshchad, they 
observed Democratic Union activists being chased by 
husky guys with a picture on their sleeve of a wolf baring 
his fangs—the “Vervolf’ emblem. They say that the 
members of the “wolf” organization also meet regularly 
on the “bald spot” in front of the Lenin Museum. 


With regard to the myths concerning the very strict 
secrecy surrounding the “werewolves,” people say that 
their fuehrer used to have the habit of plucking random 
individuals out of the crowd on the “bald spot’ and 
taking them to a nearby restaurant in order to have a 
little glass of vodka while they interpreted the rudiments 
of “Mein Kampf.” 


Incidentally, the Chekists give assurances that they 
themselves began keeping an eye on the “‘werewolves” 
long ago. Just as they also began keeping an eye on many 
other “associates” of theirs, the varieties of which, in the 
opinion of the counterintelligence workers, number 
something of the order of two dozen. 


The same Barkashov sounds the appeal for a “holy war” 
against the “enemies who speak with a guttural accent.” 
At every corner they trade in all kinds of RUSSKIY 
VESTNIKs. Dozens of print shops regularly spew out 
one printing after another of pogrom leaflets with an 
explanation of the reasons why “we do not like them.” 
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Why, then, did they begin with “*Vervolf,” which has a 
total strength of three dozen people, who, according to 
the admissions of certain of the members themselves, 
“have hair growing out of their eyebrows”? 


The “werewolves” were the first to change over from 
words to deeds—outside of Pereyaslavl two bodies were 
discovered, bearing the “autograph,” one would suspect, 
of hitmen from “Vervolf.” It is stated that the persons 
who had been murdered were themselves members of 
the organization, and at the ““werewolves’” headquarters 
a jar was discovered, that contained, preserved in 
alcohol, the ears that had been cut off the “apostates.” 


All of this might sound like medieval terror, but never- 
theless it is criminal behavior, or, in the term used by 
criminologists, domestic murder. 


But the defeat of ‘““Verwolf’ was presented as the first 
victory over fascism. 


Of course, the criminal code does not contain any 
articles dealing with fascists. But it does contain a rather 
large number of other articles that are completely perti- 
nent—articles dealing with war propaganda, the inciting 
of all kinds of dissension, and, of course, subversive 
activity. But those articles were not used. Any serious 
blow at real fascists is fraught with a real political storm. 


By rolling around in the dirt of criminal activities, the 
“werewolves” gave counterintelligence a remarkable 
opportunity to show themselves without actually 
offending anyone. 


The fact that the “werewolves” intended to destroy Jews 
could not even have been mentioned—and that is under- 
standable. They also do not like democrats—and, once 
again, there is nothing special about that. It is also 
possible somehow to understand their squeamishness 
with regard to Communists, whom they also intended to 
annihilate. Hitler also had no mercy for them, and his 
commandments are holy. What do they care about 
Barkashov? Or about the ‘“Pamyat” [Memory] Society? 
And what did they do at the Martha and Mary cloister? 


That cloister was formed long ago by the wife of a 
Moscow governor general who had been blown up by 
terrorist bombs. During the Soviet era all kinds of state 
institutions found asylum there. Now, during the era of 
the universal return of holy places, the cloister has 
become practically a center of monarchism. 


So the “werewolves” broke into that cloister. And they 
aggravated their blasphemy by defacing portraits of Tsar 
Nikolay. 


According to Vasilyev, the “werewolves” are pagans. But 
it turns out that the paganism is not directed at Perun, 
but at ancient Germanic rituals. 


The “werewolves” have been concerned about main- 
taining their combat form by visiting fields of combat in 
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Abkhazia and Yugoslavia. But they fought there not for 
the Serbs, as would be proper for Russian patriots, but 
on the side of the Croats. 


Also, in general the “fuehrer” of the ““wevewolves” was 
born in Ukraine, and there have been stubborn rumors 
concerning his ties with the nationalists there. And 
where did this “fuehrer” undergo his SS training? As it 
turns out, in Estunia—the same Estonia that our nonfer- 
rous metals have been going to... 


Knowledgeable people are somewhat dubious about the 
“Estonian” trail, and concerning Croatia they suspect 
that the “fue hrer” has never been there in his lifetime, 
otherwise he would have remembered the name of at 
least one city there and would not have tried to convince 
everyone that the Croats have a Cyrillic alphabet. But all 
these details—whether true or imaginary—are sufficient 
to assure that the “werewolves” had pushed everyone 
away from them. 


Consequently, the Chekists, by destroying ‘‘Vervolf,” are 
not taking any risks in causing anyone’s reproachful 
comments—either those by Zhirinovskiy with his hatred 
of foreigners, or the patriots with their hatred of foreign 
ideas. Or by Father Gleb Yakunin, who hates fascism. Or 
Father Iloann Ladozhskiy, who sees the triumph of 
fascism only in the union with the Orthodox Church. 


Nevertheless, success is success. Even if the time that 
was chosen for the offensive does cause a slight suspi- 
cion. Rumors to the effect that the “werewolves” were 
planning to burn down the Olimpiyskiy [Olympic] sports 
complex were flying around as long ago as lasi spring, but 
the report on the defeat of “Vervolf” was delayed and, 
surprisingly, did not surface until the polemics about the 
president’s edict to intensify the fight against crime. 


It makes no difference that this success was achieved in 
the fight against those to whom real fascists give no name 
other than “‘garbage.”’ The only question that remains is 
when an attempt will be made to get our hands on these 
“real ones.” 


Effect of Anticrime Edict Evaluated 


944K1956A Moscow LITERATURNAYA GAZETA 
in Russian No 30, 27 Jul 94 p 1 


[Commentary by Colonel Dmitriy Medvedev, chief of 
the main administration department for the fight against 
organized crime: ““The Edict Is in Force, and It Seems 
That the Gangsters Also Are] 


[Text] At the request of Nikitin Sorokin, LITERATUR- 
NAYA GAZETA correspondent, Colonel Dmitriy 
Medvedev, chief of the main administration department 
for the fight against organized crime, commented on the 
situation after the famois presidential edict went into 
force. 


The edict went into force i:cently and, therefore, it is 
still early to talk abut its effectiveness. We are con- 
ducting operations to detain and disarm criminal groups 
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every day, as before, and there are no changes in our 
work yet. The criminals have not become less impudent, 
and they spit on the law as before. We are studying the 
reaction of the most influential representatives of orga- 
nized crime to the edict, and there already is interesting 
information, but it is not for the press at the present 
time. 


In general, the criminogenic situation is complicated. In 
the last three months, the number of victims of various 
crimes, whose disclosure our administration is working 
on, totaled 289 persons, and, of these, 190 suffered as a 
result of the activity of organized criminal groups. 
Among these victims are 10 officials, 35 entrepreneurs, 
70 leaders of the criminal element, 38 cases of the 
elimination of rivals, and six attempts on the life of 
witnesses. Incidentally, cases of clarifying relations 
between gang leaders constitute the lowest percentage of 
solved crimes. 


The porous condition of the borders between republics 
of the CIS makes it possible for criminal groups to move 
about the country unimpeded, and to change their loca- 
tions. We often have occasion to deal with “touring 
gangsters,” and I consider very timely the point of the 
edict concerning an increase in the period of detention 
from three to 30 days, which disturbs many people. 
Recently, we took 11 persons into custody on suspicion 
of extortion, six of whom turned out to be residents of 
Smolensk. Inasmuch as the Smolensk residents did not 
conduct any business either in Moscow or in their native 
city, much more than three days was spent on verifying 
their identities and participation in crime. But, then, 
should they be released before receiving the results of the 
investigation? They will disappear, cover their tracks 
and, for all I know, take the witnesses with them. Of 
course, in pursuing this point, some militia workers 
could at times go to extreme lengths, but, unfortunately, 
not one police service in the world is insured against 
mistakes. 


I cannot cite exact statistics on whether the operations 
we conduct fail frequently, but failures do take place. 
Recently we have been observing an unpleasant trend— 
continual improvement in the technical equipment of 
criminal groups. Some time ago, gangsters from the 
Moscow suburb of Pushkino, in alliance with gangsters 
from Ivanteyevka, took it into their heads to arrange a 
showdown with Lyubertsy rivals. We possessed accurate 
information—-where, who, when. The operational 
groups were jus! approaching the place of the supposed 
battle area when suddenly a white limousine (a Pontiac, 
it seems) flew out from among the gangster vehicles that 
were there, and it instantly concealed itself. The Pontiac 
was loaded with weapons—we knew this for a certainty. 
There was a total of 11 vehicles there and, imagine, in 
two of them we found the latest Japanese-make radio 
scanners. That is, the gangsters tuned in on our wave- 
length, listened to the radio exchanges between opera- 
tives, and knew very well about their approach. We 
prevented bloodshed and detained about 40 persons, but 
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we did not arrest anyone for lack of clear evidence, 
mainly firearms. But it is not only the technical innova- 
tions in the hands of criminals that precludes us from 
catching and punishing them. Frequently, the disclosure 
of a crime is hampered owing to the lack of any guaran- 
tees for the safety of witnesses. At times, a person 
accused of a crime literally stands on the threshold of a 
prison cell, but because of a valid fear of the witness for 
his life and the lives of his loved ones, the criminal 
escapes punishment. Luckily, the adopted federal pro- 
gram for intensifying the fight against crime provides a 
statute on guaranteeing the safety of a witness who gives 
testimony to the investigation. 


Or there is this kind of a problem—the formula “a 
voluntary confession lightens the punishment” actually 
does not work. Well, what can I promise someone under 
investigation in exchange for an honest confession, other 
than that the court will reduce his term a few years? He 
will not turn in his accomplices for this, what is more, 
risking his life and his questionable reputation. But if I 
was able to guarantee his freedom and our protection for 
valuable testimony, this would have a splendid effect. 


As for the edict, from the standpoint of individual rights, 
so many opinions have already been expressed about this 
that I cannot add anything new. I will say only that I 
support the edict, it is necessary, and it does not violate 
anyone’s rights. It often happens in our practice that by 
individual rights is often meant the rights of criminals. 
In this sense, | am disturbed by our native “terrozini.” 
After ali, the task of the lawyer is to defend the juridical 
rights of his client, but not to remove him from respon- 
sibility under the law. The latter has become a phenom- 
enon that is too widespread. It is approximately this that 
happened in the case of the Yuzbashev gang, or take the 
widely known case of Kharchenko and the Baltic mari- 
time shipping line—soon after the trial, Kharchenko was 
released. There should be a recognition of the priority of 
the defense of the victims of crimes. Were the counsels 
for the defense thinking about the rights of the two young 
lads who were killed by Yuzbashev’s people, and whose 
corpses were found in a swamp? On the other hand, 
Yuzbashev himself, a criminal, exploits all rights and is 
walking in freedom. 


In regard to our cooperation with foreign police, I can 
say that it leaves a lot to be desired at this moment. It 
will be remembered that we caught and handed over two 
adventurers to the FBJ—David Shuster and Dmirtiy 
Belokopytov; the Americans have not yet handed over 
our “figures.” Of course, we exchange information with 
Interpol—this brings some results, but for the present 
our main helpers are the FIS [Foreign Intelligence Ser- 
vice] and the FCS [Foreign Counterintelligence Service]. 
So, Louis Freeh opened the Moscow section of the FBI, 
and I hope that cooperation between our police will 
begin to develop successfully. 


Incidentally, | want to ask your colleagues to be more 
cautious in approaching information sources. In the 
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pursuit of sensational stories, journalists frequently use 
absolutely unverified data, which is of doubtful service 
to an investigation (at times, it is from the newspaper 
that a criminal learns about a hunt that has been started 
for him), and in some cases a newspaper hoax can turn 
into a serious threat for an unlucky scribbler. For 
example, IZVESTIYA on 28 June carried a note, the 
author of which reported about a meeting of Russian 
“crime bosses” that was allegedly held in Vienna. It 
would be interesting to know just where he picked up 
such false information. There was no such meeting in 
Vienna. It is simply that Mikhas’ people came to the 
Moscow “authority,” Mikhas, probably to discuss some- 
thing. In addition, neither Mikhas, nor the Silvestr 
mentioned in the note, are in any way “crime bosses,” 
they are “authorities,” and the disregard for such trifles, 
it would seem, clearly will not be liked by some. 


You can judge for yourselves—we are not standing idly 
by, and it is possible that the new edict will help us to put 
things in order. 


Duma Member Reports Yeltsin’s Thinking on 
Military Issues 


94P50174A Moscow ROSSIYA in Russian 
No 28, 27 Jul-2 Aug 94 (signed to press 26 Jul 94) p 1 


[Tatyana Sukhomlinova article: ‘““The Details: Sergey 
Yushenkov on His Meeting With the President”’] 


[Text] Last Friday, Boris Yeltsin received Sergey Yushen- 
kov, chairman of the Duma Committee on Defense. No 
press conference was held on this event. However, from an 
exclusive interview which S. Yushenkov gave to a 
ROSSIYA correspondent, it has become clear that the 25 
minutes which the meeting occupied deserve special atten- 
tion. 


As is known, the holding of joint Russian-American 
military excercises at Totsk Test Site in Orenburg Oblast 
has become a sore point for the Communist, Agrarian 
and K° [expansion unknown] fractions in parliament. 
“We will not permit a single American soldier’s boot to 
trample on our native land!” was the answer to assur- 
ances that the proposed excercises would be directed 
ioward working out joint peacekeeping operations. A 
group of deputies travelled to Orenburg Oblast to meet 
with the public and with division commanders. As a 
result, public opinion clearly swung in favor of holding 
these excercises. Even the head of the local administra- 
tion, until recently a strong opponent, gave his OK. 


In the words of Sergey Yushenkov, the president said 
that he “would not be led around by communist forces. 
Once a decision has been made to hold the excercises, 
then they will be held. A state which did not carry out its 
own decisions would look ridiculous in the eyes of world 
public opinion.” A date was even set: 16-18 September. 


In the words of Sergey Yushenkov, special attention was 
paid to the problem of financing the Armed Forces. The 
president is determined, even to the point of demanding 
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that those, who have not provided financial support for 
servicemen according to protected budget articles, be fired. 
It is symptomatic that the subject of the Armed Forces has 
taken on a tone which is rather unexpected for Russian 
army traditions. In particular, it was asserted that devel- 
oping defense policy “‘is, in general, not the military 
department’s business, but the state’s.” It was also asserted 
that, unfortunately, structures to do this do not exist either 
in the government or in the presidential administration. 
Judging by everything, a special directorate will be estab- 
lished under the president, which will in the future concern 
itself with questions of defense policy and with military 
affairs. In any case, the detailed elaboration of this line of 
policy has been entrusted to Yuriy Baturin, B. Yeltsin’s 
assistant for national security. 


In all likelihood, personnel questions were also discussed 
at the meeting. S. Yushnkov declined to report any 
details on this subject, noting, however, that the presi- 
dent was prepared to support the State Duma’s demand 
that V. Kvasov, head of the Russian Federation Govern- 
ment apparatus, be removed. One may venture the 
suggestion that Kvasov has become a sort of lightning 
rod, who for some reason “attracted” the “thunder and 
lightning” of two financial-industrial groups, which have 
recently been trying to achieve political influence. The 
groups in question are the Most Group and the Olbi 
Concern. The new political tendencies which have 
recently been revealed will probably become clearer after 
the summer lull. 


General Nikolayev Reviews Problems of Russia’s 
Borders 


944F]112A Moscow NEZAVISIMAYA GAZETA 
in Russian 22 Jul 94 p 1 


[Article by Natalya Pachegina: “The President and the 
Security Council Regard the Border Guards With Favor, 
the ‘Green Caps’ Are Ready To Comply”] 


[Text] 


The Border 


The last meeting of the Security Council of the country, 
which was devoted to the question of the state border of 
Russia, focused close attention on the Federal Border 
Service and Andrey Nikolayev, its commander in chief. 
In only two days of meetings with journalists in the FBS 
[Federal Border Service] press center and on trips to the 
Northwestern Border District with a group of military 
attaches, the elegant colonel general, perhaps, succeeded 
in making himself “the person of the week,” eclipsing the 
person in military uniform who frequently appears on 
the television screen. 


Speaking to the journalists, General Nikolayev explained 
the reasons for the interest of the higher leadership 
authorities of the country in the problems of a radical 
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restructuring of the border guard system and the elabo- 
ration of a common state border policy. According to his 
words, and this point of view was also shared by the 
members of the SB [Security Council], the state border, 
including questions of state integrity, sovereignty, and 
security of the country under conditions that are new for 
Russia, assumes a decisive significance, such that both 
an increase in the reliability of guarding borders on the 
principle of reasonable sufficiency and the perfection of 
the structure of the FBS and the border troops remain 
significant in like manner, as does an integrated system 
of coordination of the activity of the staff of the com- 
mander in chief of the FBS with the ministries and 
departments in resolving the tasks of the defense of 
Russia’s national interests on the border and the conti- 
nental shelf, ir. cconomic zones, in international com- 
munications channels and border crossing points, and on 
borders of joint interests with CIS states. 


The formation of independent states in the space of the 
former USSR, noted the commander in chief, resulted in 
changes not only in the status, transit, and the state-legal 
securing of the borders of Russia, but also on questions 
first and foremost of the integrity of the system of 
security and its infrastructure. Finally, the condition and 
position of the border troops have changed sharply. 
Andrey Nikolayev said that the difficult and explosive 
situation in some sectors is not conducive to security: 
There are also potentially possible territorial problems 
with states of the near and far abroad, an escalation of 
armed conflicts—and the danger of tle emergence of 
new conflicts—the activation of the intelligence activi- 
ties of the special services of some contiguous states 
(moreover, the Security Council members have directed 
their attention to the obviously pursued orientation of 
Russia’s individual neighbors in the creation of regional 
military-political structures that are capable of both 
armed provocation and the geopolitical isolation of 
Russia), the increase in ihe scale of the misappropriation 
of the national wealth of Russia, the rise in the activity of 
international criminal groups that are shipping strategic 
raw materials, precious stones, and antiques across the 
border. Together with these cases, the border troops are 
the first to take on the full force of the growing migration 
stream across the border, especially in those areas where, 
as a result of the formation of independent states, a 
complete or partial breakdown has occurred in contacts 
between families, relatives, and peoples. The border 
troops also have occasion to encounter attempts by 
foreign citizens to take over Russian territory on the 
periphery of Russian lands and the transport of ecolog- 
ically and epidemiologically dangerous cargo. 


The importance of the tasks set for the Federal Border 
Service by the president and the Security Council of the 
country gerininated questions of financial and material- 
technical support of the border troops, whose leadership 
is seeking resources for the normal functioning of the 
border security system. (For information: Not one Rus- 
sian FBS post, be it the Pamir or Franz Josef Land, 
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experienced delays in the payment of monetary mainte- 
nance.) A rational revision of the country’s combat 
equipment and armaments, communications systems, 
food, and other material resources that are or the 
balance sheet of the Ministry of Defense, couid be 
provided painlessly; and, as it seems to the members of 
the Security Council, it could provide the border troops 
of Russia in a timely way with aviation and armored 
equipment, buildings, and structures being released by 
the armies. 


President Yeltsin is paying particular attention to guar- 
anteeing the personal security of the border troops, for 
which the close coordination of the departments of 
foreign intelligence, the FCS [Federal Counterintelli- 
gence Service], ar“ the MVD [Ministry of Internal 
Affairs], and assistance to the FBS, are recommended 


Duma’s Drafting Law on Science Detailed 
944F 1085A Moscow SEGODNYA in Russian 21 Jul 94 p 9 


[Article by V. Pokrovskiy: “‘Yabloko’ - Science Still 
Performed by Scientists: Thus, Faction’s Draft Law on 
Science Generates Most Support Among Them’’] 


[Text] The Duma subcommittee on science began its 
preparation for one of its most important actions, 
adopting a law on science. Last week a large group of 
deputies left for St. Petersburg, where, at the initiative of 
the Duma, the mayor of St. Petersburg and the St. 
Petersburg Union of Scientists, a “round table’ was 
organized concerning the draft laws presently on hand. 


There are four such draft laws. However, only two of 
them at present have been officially submitted for review 
by the Duma; one from the government, another from 
the “Yabloko” faction. Of the two that have not yet been 
introduced, one was prepared by the Academy of Nat- 
ural Sciences, about which noth‘ng is known other than 
the fact it exists. The second draft law, however, pre- 
pared under the leadership of Duma deputies V. Sheve- 
lukhi and Ye. Stroyeva, is actively being circulated 
among the scientific community. 


Aleksey Zakharov, secretary of the subcommittee on 
science, having been directly connected with the prepa- 
ration of the “Yabloko” draft law, thinks that existing 
versions of the future law on science cover all the basic 
variations possible today in Russia for mutual relations 
between science and the state. In his opinion, The 
Shevelukhi draft gives all power to the academicians - 
central and regional - while the government draft turns 
the reigns over to the state. The “Yabloko” draft, how- 
ever, does not postulate any specific scientific- 
organizational reforms, but makes the scientist and 
research group the principle protagonists by legally 
defining their rights. 


The discussion in St. Petersburg showed that the scien- 
tists had an obvious preference fo, the “Yabloko”’ draft 
law. To the surprise of many, including the chairman of 
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the St. Petersburg Scientific Center, RAN [Russian 
Academy of Sciences} Vice President Zhores Alferov 
initially wavered a little and then spoke in .avor of the 
“Yabloko” draft at the final meeting (the “round table” 
lasted three days). Alferov was supposed to have sup- 
ported the pro-academic law, if not because of his own 
sentiments, then due to his own status. A sociological 
poll showed that the Shevelukhi draft gained the support 
of 8 percent of the “round table” participants, and the 
government draft received only 9 percent of the sup- 
porters. The “Yabloko”’ draft law, however, reaped the 
most support at 33 percent. Another 19 percent spoke in 
favor of combining the latter with the government draft. 
According to Zakharov, however, who could be classi- 
fied as a “mild” opponent of the Ministry of Science, 
(the government draft law was written there), this would 
be very hard to do because they contain mutually exclu- 
sive positions. 


Judging by all appearances, the interest shown by the 
St. Petersburg scientific community in the “Yabloko”’ 
draft law can be explained first of all, by the fact that, 
unlike the others, this draft does not contain any 
declarations that, while perfectly valid, are non- 
committal. That is, more than the others, this draft 
resembles a law. Secondly, this draft corresponds with 
the frame of mind of the scientists, who do not 
particularly believe in the ability of academic authority 
to implement such a law, but do not feel overly 
confident under the wing of the Ministry of Science 
either, due to continued impoverishment. 


As maintained by Zakharov, the draft law proposed by 
his faction legally guarantees three basic rights for the 
scientist: the right to information, publication and free 
access to funds through competitive financing. This is 
the first time in Russia that the status of a scientific 
associate and scientific institution has been clearly 
defined by law. The point is also of great importance, in 
accordance with which a research group that receives a 
grant will acquire the right to quickly find their own 
juridical person, and if necessary separate from the 
institute altogether. In Zakharov’s opinion the possi- 
bility of the research group leaving the institute alone 
may lead to tremendous consequences, and in the end to 
a transformation in the Russian scientific community by 
means of a self-induced reorganization to different, more 
effective and viable organizational forms of existence 
and cooperation with the authorities. 


The chairman of the subcommittee on science, Nikolay 
Vorontsov did not voice his sentiments directly, but 
intends to make it so that the largest number of scientists 
take part in discussing the draft laws as possible. In the 
coming days a distribution of the texts to all major 
research institutes and institutes of higher education will 
begin. Conducting a series of discussions in various 
regions of Russia has been proposed. 
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Yakovlev on TV’s Role in Political Life, 
Insufficient Financing 


944F 1073A Moscow KURANTY in Russian 15 Jul 94 p 6 


[Interview conducted by K. Mikhaylovskaya: “State 
Does Not Fund State TV: Aleksandr Yakovlev, 
Chairman of the Russian Television and Radio 
Company ‘Ostankino’ Responds to KURANTY'’s 
Questions”’} 


[Text] Aleksandr Nikolayevich, I wish I could begin our 
conversation with history, as you are a historical personage 
who, for a long time, was called one of the ideologists 
behind perestroika. One may presume that many historical 
secrets were revealed to you. However, our topic today is 
not history, but television. You are television’s highest 
ranked official. You head the SMI [mass media] empire, 
and through the media of television you are capable of 
influencing the political tone of the nation. Does the 
director of TV really possess that kind of power? I have 
even heard the opinion expressed that if Yegor Yakovlev 
had not been driven out of TV at one time, the elections in 
the country would have had a different outcome. 


- To begin with, I would like to say that I was pleased 
with the results of the past elections. In contrast to the 
widespread opinion that democracy suffered a defeat, I 
believe that the December 12th elections were a victory 
for democracy. 


First of all, an outside opposition came into the parlia- 
ment and is now playing by parliamentary rules, that is 
by the rules and grounds proposed by democrats. After 
all, it was not the opposition that devised the parliament, 
it would never have allowed it. We have obtained a 
parliament, in which all representative, popularly elected 
forces work willingly, from the extreme oppositionaries 
of the reactionary school to the most radical democrats. 
This is a very big victory for Russia. Of course, I 
understand all the parliamentary complexities, I am far 
from imbued with the wisdom with which Chechov once 
stated with irony: If you are betrayed by your wife, 
rejoice! After all, she has betrayed only you and not the 
fatherland. I realize that our parliament, like our society, 
has yet to move to democracy, but the very fact of 
creating a freely elected parliament with the widest range 
of political sentiments in what was a recently totalitarian 
Russia, gives rise to optimism. Thus, | think lamenting 
over the recent elections is unfounded. 


Secondly, and perhaps this should have been first, 
Russia has approved the first democratic constitution in 
its history, as well as the institutions of private owner- 
ship, a multi-party system, the separation of powers, 
human rights and so on. What is this, if not a victory for 
democracy? 


- No matter how one regards the elections, one cannot 
deny the fact that television played a big role in the latter. 
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The political sentiments of the director of television are 
capable, it seems to me, of changing the course of history. 
Is this not so? 


- That question is of a more theoretical nature. 


At the present time, it is not so much a matter of an 
individual person, as it is of money. Yes, yes, of plain old 
money. It may seem paradoxical, but the course of 
history is now in large part determined by money. But 
not only today. Authorities on Leninism well understood 
money as a powerful lever, a fact that led to all of the 
huge expropriations that were literally begun during the 
first hours following the revolution. Therefore, the ques- 
tion of how capable TV is of influencing history must be 
narrowed to a more prosaic question: How much money 
does TV liave? In response to this question I am ready to 
answer with all directness, television has no money. The 
state does not fund state television. 


I do not consider paying for five hours of broadcasting a 
day as financing television. To put it mildly, the state 
regards state-owned television... with an incomprehen- 
sible indifference. At times I even wonder if there is 
some kind of specific plan behind the disregard shown us 
among the structures of authority. Perhaps it is in the 
aim of bringing about the complete collapse of TV? Or, 
the reverse, the ascension of complete chaos and anarchy 
on TV when, with little money, loose hunters may 
purchase a license and make a conquest of the domain of 
television without restriction? Possibly, this unrestricted 
territory is needed only by someone to maintain those 
there to do their bidding? Of course, I cannot confirm it, 
but the wild thought occurs at times. 


It is hard to believe that in the upper echelons of power 
they do not understand what a powerful weapon of 
influence television can be. As you know, conversations 
with Boris Nikolayevich and Viktor Stepanovich have 
resulted in full understanding and support. When I say 
that it is not a question of a financial nature, but 
political, everyone concurs, yes, that is true! All the 
directives are being issued in my presence even, but 
nothing gets done. Then the matter becomes mired 
within the Ministry of Finance. No money! You have our 
complete support, they say! We all understand, but there 
is nO money in the Tsentrobank [Central Bank]. 


- The other day it became known that the president had 
given the Cultural Fund four billion rubles. With such a 
sum it must mean that the state is still not begging? 


- One can only say that during the October coup it was 
namely television that largely determined the outcome of 
the matter. And now when I see the same people who sat 
with bullets flying overhead at the “Ostankino” station, 
each receiving 100,000 rubles a month and I cannot give 
them one kopeyka more, I lose my ability to take a 
historical view of things. But, need I show that I support 
the Culture Fund with both hands down? 
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- The Culture fund experienced a fire and one of the 
buildings burned down. Of course it is necessary to restore 
the building, but it is even more important to restore the 
country... 


- It is the right of the president to render support at his 
discretion. But, we are not talking about individual 
support, but government policy. Here Lenin once said: 
“Of all the arts, the most important for us is the 
production of moving pictures.” He said this not because 
he was a moviegoer or fan of Vera Kholodnaya, but 
because he understood the tremendous power of this 
technological novelty. Now it has come down to putting 
an end to these same “moving pictures.”’ Fine, let us put 
an end to them! Someone will find them interesting and 
profitable. But, it must be clearly understood that if TV 
is shut down today, someone else will start it anew. At 
the Ministry of Finance we said that soon in place of 
series or soccer we will broadcast portraits of the minster 
and his deputies, because there is not enough money for 
anything else. We have enough for portraits. 


- There are persistent rumors that state broadcasting will 
stop for a month or two. How serious is this? 


- Well, I do not know where the month or two-month 
time frame came from, but Poptsovyy and I are seriously 
considering the question of whether to stop broadcasting 
for, say, half an hour with an explanation of the reasons 
why we are doing so. 


- Is it really true, Aleksandr Nikolayevich, that advertise- 
ment does not produce funds sufficient enough for work to 
proceed normally? 


- The uproar that has resulted from such advertising has 
been terrible. There is no place that we would not be 
criticized for advertising. Advertising, of course, pro- 
duces money, but it is a difficult issue. Let me give you 
just one aspect of the advertising dilemma. We are told 
that we advertise questionable firms, which cannot live 
up to the promises made in their advertisements. Several 
scandals have already arisen. However, as soon as we 
made any attempt to remove, for example, the “GMM” 
ad, the Duma leaders of the LDPR [Liberal Democratic 
Party of Russia] sent us an ultimatum: If we did not start 
running the ad for this firm again, the party would vote 
against financing for television. The party not only did 
not consider it necessary to hide their financial ties, but 
did not hesitate in resorting to open blackmail. Let us 
say, that I have a personal state telephone line to Yeltsin 
and Chernomyrdin, yet these phones have remained 
silent. Not once did I experience pressure being exerted 
from this direction. However, on the parliamentary and 
bureaucratic level, the apparatus game continues, the 
exchange of threats, demands... 


- Perhaps, it is not worth becoming euphoric over the 
results of the election then? 


- It is never necessary to become euphoric over anything. 
However, while taking a sober look at our parliament, I 
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cannot agree with the unfounded criticism that is now 
being heard. Look at the parliaments of Western democ- 
racies, at the Japanese parliament. There the open 
expression of one’s opinion is the norm, even if it 
sometimes bears an unwarranted violent and emotional 
nature. It is good that our people now have acquired the 
Opportunity to express their opinion not in meetings, but 
in parliament. 


- We already gained this achievement in the form of the 
USSR Supreme Soviet, where the freedom of speech led to 
fist fights. It did not move the country toward democracy, 
but to a putsch. Thus, perhaps freedom of speech is not 


paramount on the path to democracy? 


- As banal as the words may sound, I have, and will 
continue, as long as I am living, to stand for freedom of 
speech. I also find errors, lies, falsehoods, labeling, and at 
times, open political partisanship by the press unattrac- 
tive. Nonetheless, the right of the people to express their 
own opinions is a domain that cannot be governed with 
a heavy hand. Even the slightest control... We must go 
the path that while more difficult and slower, is the path 
of a professional ethic. The formation of the latter has 
begun, there is support for a professional ethic. 


- Where will it be obtained, this professional ethic? 


- Not from some mythological or enigmatic source, of 
course. When people return to a normal way of living, 
their consciousness will also return to normal... You 
know, when a person receives 80,000-100,000 a month, 
and he or she has children, and moreso if it is a woman 
by herself with children and no husband... I am sorry, 
but it is difficult to teach her ethics. It is necessary to get 
to the point that people are living under normal circum- 
stances, then one can ask for professionalism and disci- 
pline. 


- Aleksandr Nikolayevich, will not such a liberal view- 
point on things, which is sympathetic to my cause, will it 
not turn television into a flea market in which one may buy 
or sell anything? One need only know to whom and how 
much to give, and then one can push through any rock 
group or political program on TV. It is said that the 
number of dollars making its way from one pocket to 
another for TV does not lend itself to being counted. 


- | had heard this before my arrival here. Therefore, my 
first step even before my appointment was to form a 
commission of employees from the monitoring and 
auditing administration under the president, and the 
Ministry of Finance KRU [monitoring and auditing 
administration]. They looked and looked... Just trivial 
matters, and that was all. I let my deputy of economics 
go, and one document was given to judicial bodies... and 
that was it! When I am told that they are paying, they are 
buying, | answer, show me, who, to whom, and how 
much. Only stories. You walked around here and saw 
what a giant corporation it is, thousands of people. Are 
you suggesting that I could call TV a sanctuary of human 
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virtue? Or a political recruitment platform for Dobro- 
lyubovyy and Chernyshevskyy followers? No, we are 
part of this country, part of the system, And the entire 
spectrum, both moral and political, is represented 
through us. | will thank you if you bring me facts and lay 
documents down on the table providing evidence of 
corruption, Won't you? No one else will either. Refer- 
ence is made to independent commercial studios which 
make programs for us. Here again... As you know, we 
purchase these programs from them. This month, in fact, 
we did business. The shouting, the clamor that arose, we 
convinced one another what to buy and for how much. 
But after all, it was an official purchasing commission, 
and we were not simply there to see each other... The 
normal process is to buy programs from independent 
studios. 


- Recently, changes have been noticed in state TV: the 
bacchanalia of freedom is ending, where anyone who 
wanted could comfortably gain exposure on the air. But is 
there not an exoneration going on where, together with the 
dictators that had begun to disappear, partially forgotten 
heroes are coming back? The film release about Chur- 
banov, in particular, is characteristic of this trend. What 
kind of idea did TV have when making this film? 


- We did not make the film on Cherbanov. We bought it 
from an independent studio. I did not rate this film very 
highly, or who Cherbanov was. But, no where have I said 
that only democrats and those imbued with with 
peaceful social development work on TV. No, the people 
here differ, and perhaps it is even good that they do. 
Perhaps, it is not right when TV is attuned to the 
personal tastes of its director? In any case, I repeat: I will 
never follow the path of censorship. 


- In that case, are there any criteria in effect on state TV 
for determining the degree of political loyalty permissible 
on the air? 


- There are. Such criteria do exist. We will not allow 
fascist calls for force or slogans promoting national 
discord to be aired. 


- Not long ago during the program “Sovershenno sekretno 
{Completely secret]” a story was broadcast on the book 
written by Beriya’s son. The show assumed the entirely 
harmless appearance of a program reflecting on, and 
trying to understand the past. Looks are deceiving, how- 
ever. If one takes into account that the book, the main idea 
behind which is to exonerate Lyavrent’ Pavlovich, was 
ordered and payed for by the “Sotbi” ublishing house, 
then the naive TV viewer will naturall, ask whether these 
very sources were responsible for paying for the program, 
which while trying to remain within the limits of decency, 
was entirely indecent. You think that programs of this 
type - with blatant political partisanship, and most likely, 
generous funding - have a right to appear on state TV? 


- The Beriya issue, of course, is a difficult issue. Studying 
history is necessary, to include with the help of film 
materials. Documents are being found which allegedly 
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speak of Beriya not as a bearer of ill will, but only as an 
executor of the latter, not as a person worse than all 
others. However, one cannot believe these documents as 
a higher truth. Beriya, apparently, was more cunning 
than others. He was one of the most bloodthirsty people. 
He was up to his knees in blood... But in this case, it was 
not a matter of the journalist trying to exonerate some 
idea, but in the scandalous interest in his name: Oh, how 
interesting! How one could do that for no reason! That is, 
once again we come to rest on the issue of a professional 
ethic. A journalist gains points for the poignancy of the 
topic. 


- One can gain points for the poignancy of a topic in other 
ways. There are poignant programs on social and public 
affairs like “Pyat shagov ot Kremlya [Five steps from the 
Kremlin], produced by the production office that does 
“Do 16 i starshe... [To 16 and older]. Such programs also 
increase ratings for both production offices and journal- 
ists, but they remain on a high ethical and moral level. 
Will poigQ progr??s of this?ind on pu2IRc A9? sial 
issues remain on TV? 


- Yes. We will not deny these types of poignant pro- 
grams. | categorically asked that the program ‘‘Chelovek 
i zakon [Man and the law] be made more even more 
poignant. The question of crime, why it happens and 
where it comes from, must be understood, without 
smoothing over anything. Perhaps we will broadcast it 
three or so times a week. In general, we need to broaden 
the circle of topics and geographic locations. I once said 
that TV should escape beyond Sadovoye koltso. He who 
travels a lot knows that provincial life is much different 
than that in Moscow. There, they have already begun to 
look with irony at all the political dust we kick up. Of 
course, they have their own political games and rela- 
tions, although they do not bear such an embittered 
character. The provincial life is much calmer. And the 
provinces are Russia, a large part of Russia. That is why 
the real problems of life must be shown not from the 
perspective of the State Duma - governmental - presi- 
dential triangle, but through life in towns and rural 
locations. This is the Russia that must be put on the 
screen. Only then can one understand what is really 
happening in our country. 


- You recently returned from abroad. What did you find of 
interest there? 


- I was in England. I learned about the relationship 
between the state and the state company, BBC. There is 
something to be learned there. 


- Will your travels bring something new to TV? 


- Yes. One idea has been proposed that is very interesting 
with the Americans. There is a very well known program 
called “Sesame Street.”’ It is now run in 18 countries. Oh, 
such remarkable cartoons, 154 half-hour series. We 
made an agreement to make a one-hour long Russian 
version. 
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- Last question. You accepted the offer to become head of 
the mass media empire with such confidence, did you not 
have any doubts in this regard? 


- Il, as you know, well understand that working for TV is 
the quickest way to lose one’s reputation, However, in 
political life one cannot live worrying about one’s repu- 
tation. To hell with one's reputation! One must just do it. 
We have made Russia rear up. She has reared up and she 
remains there. All of the dregs that have accumulated 
over the last 70 years are surfacing in different ways, 
both pseudo-democratic and fascist, and in God knows 
what else - criminal, and everything else... And everyone 
just gives a helpless look as though we all flew here one 
morning from another planet, as though they are not our 
people, our own. Russia has reared back, but now it is 
time to gain composure, to work quietly. Each in his own 
place. 


REGIONAL AFFAIRS 


Program for Developing Depressed Regions 
Reviewed 


944F 1065A Moscow IZVESTIYA in Russian 
23 Jul 94 p § 


[Report on interview with Leonid Smirnyagin, official of 
the Analytical Center under the president of Russia, by 
IZVESTIYA correspondent Valeriy Vyzhutovich; place 
and date not given: “Recovery From Poverty: State 
Development Program Is Proposed for Underdeveloped 
Rayons of the Federation’’] 


[Text] After the virgin lands epic, the establishment of the 
BAM [Baykal-Amur main railroad line], and the plowing 
of the Non-Chernozem zone, the next economic assault in 
rayons that are defined as “depressed” by the program 
authors can by no stretch of the imagination be called a 
great innovation. Especially since the effect of such initi- 
atives up to now has been in stark contrast to their 
pretentiousness. But specialists of the Analytical Center 
under the president of Russia, in proposing a plan for the 
reorganization of some Russian provinces from vegetating 
to relatively prosperous provinces, are confident that now 
everything will be as it should. 


But what does “depressed” mean? What territories are 
we talking about? Any governor who wants to be prom- 
ised benefits will immediately declare his region 
“depressed,” and he will be right—for whom is it easy 
now? Familiar with the national traditions of regional 
sponging, the authors of the program prudently denoted 
the principles that would make it possible at least con- 
ditionally to classify one or another province as the most 
impoverished. A decline in production (25-30 percent 
from the corresponding period last year), per capita 
income (R70-90,000), official unemployment level (7-10 
percent)}—according to these indices, for example, the 
North Caucasus, Middle Volga Region, Kalmykia, and 
Ryazan and Ivanovo Oblasts are the leaders in economic 
decline and stagnation. Perhaps only Chuvashia, 
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Adygey, Mordvinia, Penza Oblast, and Altayskiy Kray- 
..can compete with them for first place. 


Leonid Smirnyagin, an employee of the Analytical 
Center and one of the program's authors, said in an 
interview for IZVESTIYA: The main task of the pro- 
gram is to slow down the “dispersal” of the regions in 
rates and level of development and check the growing 
disproportions in the territorial structure of the country. 
It is not a question of making the Russian provinces 
similar to each other in character of development, spe- 
cialization, and way of life—indeed, this is impossible. 
The issue is that a territorial division that is beneficial 
for Russia as a whole is leading to the retardation of 
individual regions. Therefore we think that the country 
should compensate these regions for losses that are the 
result of specialization in branches of the economy that 
are unprofitable under local conditions. 


In the opinion of the presidential experts, implementa- 
tion of this program will not require additional 
resources. The 15 percent of the treasury that is allocated 
to the regions annually should be redistributed in such a 
way that will financially reinforce those that are the most 
impoverished. 


[IZVESTIYA] Give to one, take away from another? 


“Not entirely so,” explained Leonid Smirnyagin. “All 
three governors will be interested in the revival of 
Meshchera, whose northern part is situated in Vladimir 
Oblast, southern—in Ryazan Oblast, and eastern—in 
Moscow Oblast.” 


[IZVESTIYA] Are you confident that after receiving 
money they will not start to patch up the numerous daily 
holes in their own economy? Who guarantees the stra- 
tegic direction of the investments / 


[Smirnyagin] Not one head of administration will get 
even one kopek for his own personal disposition. The 
management of the development of “depressed’”’ rayons 
will be carried out by interdepartmental commissions at 
the federal level. The program must be realized with 
local forces, but without the decisive mediation of the 
regional authorities. 


[IZVESTIYA] The redistribution of resources in favor of 
poorly developed rayons will inevitably lead to the lower 
efficiency of the Russian economy as a whole. What kind 
of return can be expected by taking money away from 
relatively strong rayons and investing it in “depressed” 
rayons? 


[Smirnyagin] No one is planning to alter the regional 
share in the budget entirely. At first, we could be talking, 
evidently, about the redistribution of only 2-3 percent of 
this share—approximately several trillion rubles in the 
current fiscal year. 


Presidential experts believe that the political aim of their 
program is practical realization of the rights of the 
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federal authorities to address themselves to the prov- 
inces directly, and not only with the mediation of the 
governors. 


It is proposed to assign the status of “depressed” to 24 
components of the Federation—there will soon be a 
competition for the right to “proudly bear” this status. 


It is also planned to establish seven coordinating com- 
mittees under the government that are subordinate to the 
Ministry for Nationalities Affairs and Regional Policy: 
North Caucasus (including Kalmykia here also), Lower 
Volga (Saratov, Volgograd, and Astrakhan oblasts), 
Middle Volga (Chuvashia, Mordovia, and Mari El), 
Middle Russian (Ryazan, Tambov, Penza, and Kursk 
Oblasts), Western (Smolensk and Bryansk Oblasts), 
Klyazma (Ivanovo and Vladimir Oblasts), South Sibe- 
rian (Novosibirsk Oblast and Altay Kray). 


Further elaboration of the program will be accomplished 
by a group of presidential and governmental experts. By 
the beginning of autumn, officials of the Analytical 
Center suppose, the program could already be put into 
effect by an edict of the president and a decree of the 
government. 


Dudayev Interview on Relations With RF, 
Chechen Opposition 


944F 1074A Moscow KURANTY in Russian 15 Jul 94 p 4 


[Article by D. Rakov: “Dzhokhar DUDAYEV: My 
Salary Is 92,000”) 


[Text] - Mr. President, it is well known that relations 
between Russia and Chechnya remain clouded. Are there, 
however, prospects for their improvement? 


- Of course there are. There are always prospects. It now 
largely depends on Russia whether genuine law-governed 
relations will arise between us. In large part, the reason 
for the present uncertainty lies in the inefficacy of the 
Russian system of government. There are too many 
centers of power, centers for approving decisions. It is 
not clear who will approve the final decision, or who 
should discuss fundamental issues. In addition, the 
growing strength of internal conflicts, divisions between 
various influential groups, and lobbyists has become a 
visible tendency. There is no guarantee even of the 
strength of the agreements which we could now con- 
clude. What if new people came to power tomorrow in 
Russia and said that all former agreements were to be 
declared null and void? Remember, Russia concluded 
agreements concerning a single economic territory in the 
CIS, a one ruble zone. Everyone knows what that 
resulted in. 


- Alright, and how are your relations taking shape with the 
Chechen opposition? 


But you must understand there is no opposition in 
Chechnya. That which is commonly understood to be 
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the “opposition” is in fact various gang formations, 
groups of criminals. Judging by the level and methods of 
their actions and fighting, they in no way fall under the 
definition of an opposition. They are simply unable to 
rise to the level of a genuine opposition. 


- Alright. We will leave purely domestic problems and 
touch upon those of an international nature. Does 
Chechnya have a chance of being accepted by the world 
community? 


- We are not posing the question as such of whether they 
will accept us or not. We are a state, following a legiti- 
mate path which complies with all the characteristic 
features of international law. For this reason we feel 
assured of ourselves and our legal rights. From this 
confidence comes the source of our rights within the 
international arena. 


- Before, when asked questions like “How many years will 
you presidency last?” your response implied until such 
time as a law-governed state exists. Your views have not 
changed in this regard? 


- Of course not. I continue to uphold these views. Our 
cause is to compel respect for the law, and establish 
stability and order. 


- Why, your political views are quite well known. Will you 
allow me to ask several almost personal questions? For 
instance, how long does you work day last? 


- I do not know. I have not counted. However, all joking 
aside, the work day of any normal leader who realizes the 
full measure of his responsibility lasts the entire day, 
with some time off for sleep, of course. 


- Do you have an ideal politician? 


- No, I do not have any concrete ideal. I give Reagan and 
Gorbachev their due for their style and historical deeds. 
These two leaders found the will and wisdom, and if you 
will, the talent in themselves to break the chain of a 
senseless and contrived confrontation. No matter how 
much Gorbachev is now cursed, he was a brave man, a 
talented reformer who showed a due amount of respon- 
sibility for the fate of society. It is another matter that the 
country was largely unready to undertake reform, a 
circumstance used by those forces that made their stand 
on the basis of conflict and bloodshed. The military 
stifled the initiative. 


- You are, after all, a veteran. Could you now command a 
unit or the army? 


- I think that even now in the army order could be 
brought by the end of the year. 


- How do you recreate, how do you spend your vacation? 


- I have never really had a real vacation, even in the 
army. There was never any chance to take an entire 
vacation from beginning to end. I have always been a 
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modest person and have never allowed myself to whine 
over a vacation that was put off or an apartment that was 
not provided. 


- By the way, what is your salary? 


- 92,000 rubles. Incidentally, my military pension was 
cut off for some reason. 


- I saw a book at the local kiosk. Its author is Alla 
Dudayeva. Have you read this book? 


- Naturally. To a certain degree this book is the fruit of 
our joint reflections. True, I assumed more the role of a 
staff critic. By the way, the majority of my criticisms 
were accepted and incorporated. And you ask whether I 
read the book or not! 


- Do you have dreams? 


- Yes, I dream. The feeling is such that all the matters we 
still have yet to do come to me in my dreams. 


- And when you awake? 


- When I awake I already know what I am supposed to do 
that day. 


- Are you a dreamer by nature? Do you have an innermost 
dream? 


- One could sooner call it a goal rather than a dream. I 
have been conscious of this goal of mine almost my 
entire life. I have simply wanted to escape from under 
the press of totalitarianism, to create normal conditions 
for all-encompassing development. This goal remains 
with me now. One could hardly call it a dream. I would 
very much like to leave behind a legacy of love of 
mankind and humanity. However, in this corrupt world, 
this comes only with great difficulty. 


- That means that you value your descendents’ memory of 
you? In that case, what would you like for your grandchil- 
dren to say about you after many years? 


- It would be best if they simply remain silent in memory 
of me. That is it. Extra words are not needed. It wou'd be 
best if they could see much for themselves. 


Tatar Industrial Development Summarized 


944F1147A Kazan IZVESTIYA TATARSTANA 
in Russian 30 Jul 94 p 2 


[Article by Igor Ilyin: “The Future Is Not Bright But 
Predictable”’} 


[Text] The Goskomstat [State Committee on Statistics} of 
Tatarstan has summarized the results of the republic 
development over the first half of 1994. 


As IZVESTIYA TATARSTANA already reported, the 
main socioeconomic indicators of development offer 
little consolation. Over January-June of 1994 the index 
of physical volume of production of 160 varieties of 
industrial output in comparable prices measured 70 
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percent as compared to the corresponding period of last 
year. That is, over the first half-year production in 
Tatarstan declined more than in the Russian Federation 
[RF] as a whole. 


However, if we take January 1990 as a starting point, the 
volume of industrial production in the RF declined by 
more than 50 percent, while in Tatarstan the decline was 
substantially less—about 40 percent. In any case, the 
popular saying “Life in Russia is worse than here” 
should be used more selectively. 


The main direction of state policy in the area of institu- 
tional transformations is privatization. As of | July of 
this year 257 enterprises were owned by the state, or 59.6 
percent of the total number; 166, or 38.4 percent, were of 
mixed ownership. The volume of production in the state 
sector declined as compared to the first half of last year 
by 39.9 percent, and at enterprises of mixed form of 
ownership—by 27.5 percent. Keeping in mind the pro- 
portional weight of the defense sector in the state prop- 
erty’s structure, such a substantial difference in the 
extent of decline is quite explainable. 


In the first half-year the structural character of the 
production decline became clear: The proportional share 
of the fuel, chemical, and petrochemical industries, as 
well as machine-building and metalworking, decreased. 
At the same time, the share of the power generation 
sector almost doubled, and that of the food processing 
industry increased by 2 percent. 


So what “‘shrunk”’ in the first half year and what “grew’’? 
Of the 300 most important varieties of output counted in 
periodic reports, the volume of production as compared 
to January-June 1993 increased with respect to 62 items. 
Increases in the output of some varieties of products and 
a decline in the output of others can be seen in practically 
every sector of industry. 


Production in the fuel and power generation sectors 
declined in June 1994 as compared with June 1993 by 
11-19 percent, while the figures for the half-year are not 
cheerful: Electric power generation declined by 24.1 
percent, oil production—by 22.4 percent. The only “ray 
of hope” in the fuel and power generation complex is the 
23.2-percent increase in primary oil refining. 


Nonpayments remain the main cause of decline in this 
economic sector: As of 1 June consumers owed pro- 
ducers R812.9 billion, which comprises 38.2 percent of 
total accounts receivable in industry. 


The situation in machine-building and metalworking 
remains lamentable. Production of large electric 
machinery declined by 68 percent; compressor sys- 
tems—by 54.3 percent; gas turbines—by 44 percent; 
equipment for oil refining industry—by 74.3 percent; 
self-propelled cranes—by 94.1 percent; friction-free ball 
bearings—by 38.8; equipment for oil production, 
drilling, and geological prospecting—by 49 percent. The 


RUSSIA 29 


output of one-third of machine-building complex prod- 
ucts counted in periodic reports declined by 50 or more 
percent. Actually, more or less the same picture applies 
to Russia as a whole: The total machine-building sector’s 
output declined by 43 percent. The main causes of 
production decline in machine-building: the distribution 
crisis due to a decline in solvent demand, and the 
iraditional structure of supply. 


Production in Tatarstan’s military-industrial complex 
[VPK] declined by 34.6 percent in the first half-year. For 
comparison, I will point out that in Russia as a whole 
output in defense industry sectors declined by 42 per- 
cent. Output of military items at RT [Republic of 
Tatarstan] enterprises fell off by 60 percent, and of 
civilian items—by 23.3 percent. At the same time, 
output of civilian products at Russian VPK enterprises 
fell off by 40 percent. The two main causes of the VPK’s 
sorry state are right on the surface: the state’s debts and, 
again, limitations on demand. 


Regrettably, the crisis in the chemical and petrochemical 
industry intensified. Production of synthetic rubber 
declined by 41.9 percent; movie and photo film—by 40 
percent; magnetic tape—by 51.9 percent; tires for pas- 
senger cars—by 45.7 percent; and thermoplastic pipe 
and components—by 62.7 percent. 


Looking at the tire-making industry, for instance, the 
decline in production here results from the decline in the 
output of automotive (including for the military needs), 
agricultural, and other vehicles. 


By the way, in Russia as a whole the output of the 
tire-making sector declined by 50 percent. Improving the 
quality, changing the nomenclature of products, a flex- 
ible price-setting policy, cost-cutting, and attracting for- 
eign investment—these are the main components of the 
well-being of certain enterprises in the chemical industry 
quoted in the RF Ministry of Economics report to the 
recent meeting of the Russian Government. 


Enterprises in the timber, woodworking, and pulp and 
paper industry are in a difficult financial situation 
because of continuously rising costs of raw materials and 
fuels and electric power. Because of rising prices for 
timber and paper, solvent demand continues to drop. 
RT enterprises still face the problem of raw material 
supply for the sector. The output of wood-chip panels in 
the republic fell off by 60 percent, plywood—by 42 
percent, commercial timber—by 65.6 percent, and 
window and door frames—by 46.5 percent. 


The decline in the volume of construction work in the 
first half-year resulted in a considerable drop in produc- 
tion in the construction materials industry: The output 
of linoleum declined by 72 percent, ground lime—by 
50.5 percent, and ferroconcrete components—by 48.6 
percent. 


Costs per ruble of output in the RT industry increased in 
January-March of 1994 by 17.1 percent as compared to 
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the first quarter of last year. The same figure is quoted by 
the RF Goskomstat for Russian industry as a whole. 


In the first half of the current year consumer goods 
output declined as compared to the corresponding 
period of last year by 14.5 percent (in the RF—by 28 
percent), including that of nonfood items—by 25.4 per- 
cent (in the RF—by 34 percent). Production of food- 
stuffs in the RT increased by 2.9 percent, while in the RF 
it fell off by 19 percent. 


In the foodstuffs production sector, there was an increase 
in the output of cheeses, granulated sugar, flour, cereals, 
and mineral water. At the same time, the output of 
macaroni items, whole-milk products, and confectionery 
items declined substantially. Production of vodka 
increased by 8.5 percent, while production of beer 
declined by 37 percent. 


As usual, the situation is dismal in light industry: Pro- 
duction declined by 38.2 percent. The output of fabrics 
fell off by 63.5 percent, hosiery—by 66.9 percent, knit- 
wear—by 48.1 percent, and footwear—by 54.4 percent. 
In keeping with the tradition, children and their parents 
are “out of luck”—production of hosiery items for 
children declined by 77 percent, and children’s foot- 
wear—by 50 percent. 


Average wages in RT industry in May of the current year 
amounted to R150,900. The highest average monthly 
wages in May were paid to employees of the AO [joint- 
stock company] Kamenergoremont—R 549,800, and the 
Yelabuga furniture factory—R516,200. The lowest 
wages in May were earned by employees of the She- 
langovskiy fruit and berry sovkhoz (R18,115), the TPO 
[territorial-industrial association] Elektrocontakt in 
Chistopolskiy Rayon (R27,103), and the national foot- 
wear association in Arskiy Rayon (R34,966). 


By sector, the highest monthly wages were registered in 
electric power generation—R267,900. 


For the lack of a more or less clear forecast of Tatarstan’s 
economic development adjusted after taking into 
account the actual situation in the first half of the current 
year, we can only draw on the relevant report of the RF 
Ministry of Economics at the recent expanded meeting 
of the Russian Government. 


Well, the Center assumes that an extremely strained 
general economic situation will persist in the third 
quarter up to the end of 1994. However, after adjusting 
for seasonal fluctuations, it is expected that production 
will decline at a slower rate. Especially unfavorable will 
be the situation in depressed sectors—machine-building 
and textile and electric machinery industries. Keeping in 
mind that the State Duma approved Russia’s military 
outlay at a level Ri5 trillion lower than the military had 
asked for, and that the bulk of appropriations will be 
used to deal with military servicemen’s social problems 
and R&D financing, and also keeping in mind the 
unsatisfactory state of the revenue part of the federal 
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budget, one may assume further cutbacks in state pro- 
curement of military equipment and armaments. 


Since Tatarstan shares an economic space with the RF, 
the development of the situation in the republic depends 
directly both on the economic situation in Russia’s 
regions and the financial situation of relevant enter- 
prises, and on the economic policy of the Russian 
Government. The Presidium of the RF Government 
adopted as the basis of its actions a variant of the 
so-called “active policy of economic stabilization,” 
which includes the following directions: the combination 
of a moderately tight budget and monetary policy with 
the implementation of measures aimed at strengthening 
contract and payment discipline; conducting a selective 
structural policy by supporting the most efficient pro- 
ductions and fast-payback investment projects; reorga- 
nization and change of specialization of nonviable enter- 
prises and excess capacities; creating favorable 
conditions for attracting private domestic and foreign 
capital into development of priority productions; transi- 
tion to a new phase of privatization through auctions 
and bidding on the condition of investing in privatized 
facilities; and expanding sources of financing for the 
social sphere, including housing construction. 


It is not hard to guess where the main effort of Cherno- 
myrdin’s cabinet ill be concentrated: strengthening the 
revenue part of the federal budget, contract and payment 
discipline; controlling the money supply; and revising 
the customs policy. The main burden of imriementing 
the rest of the economic policy measures, naturally, will 
fall on the regions’ shoulders. 


Chelyabinsk Official Views Possibilities for 
Development 


944F 1068A Chelyabinsk CHELYABINSKIY 
RABOCHIY in Russian | Jul 94 pp 1-2 


[Interview with Viktor Khristenko by V. Kosolapov; 
place and date not given: “ ‘Our Region Has Far From 
Exhausted Its Possibilities’”’] 


[Text] I recall the forecast of a prominent economist 
made in November of last year: “In the spring of 1994 
we shall be learning the taste of green grass....” This 
gloomy prophesy has not, thank God, come to pass. But 
things are, on the whole, in our national economy far 
from brilliant. The decline in production in Russia as a 
whole has constituted 26-27 percent, and stabilization is 
not yet in sight. Chelyabinsk Oblast is a part of the 
country’s economic system, and many of the problems 
characteristic of all of Russia have not passed us by. But 
in each region the reform process is progressing in 
particular fashion and has its own specific features. How 
is this economic distinctiveness being manifested in the 
South Urals? How does the production of our region 
differ from the industrial potential of other territories? 
What are seen to be the prospects? These and many other 
questions surely ouble our readers. Our interviewee 
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today is V.B. Khristenko, first deputy chief of the 
administration of the oblast. 


“Chelyabinsk Oblast is one of the most economically 
significant oblasts of the Russian Federation,” Viktor 
Borisovich says. “Before the start of the reforms, it was 
exceeded in terms of magnitude of industrial production 
only by the city of Moscow and Moscow, Leningrad, and 
Sverdlovsk Oblasts. Today the industry of Chelyabinsk 
Oblast accounts for 4.1 percent of the Russian total, and 
the population of our region constitutes merely 2.4 
percent, that is, productivity here is higher by a factor of 
1.7 than the Russian average. 


“The development of the oblast economic complex was 
for many years determined not by its own internal 
requirements but by Russian, more precisely, Union, 
factors, the requirements of other regions of the country, 
and state interests. This led to the one-sided develop- 
ment of the economy and its orientation toward the 
manufacture of ferrous metals and the production of 
producer goods. They account for 85 percent of the 
entire domestic gross product of the oblast. 


“The oblast’s economic complex is the most open not 
only in the Urals but throughout Russia also. The foreign 
trade turnover of the oblast, characterized by imports 
and exports in relation to the manufactured product, 
constitutes more than 50 percent. If we attempt to make 
a production engineering cross-section of the industry of 
the South Urals, the following picture results: The pri- 
mary sector of production (recovery of mineral raw 
materials and fuel and energy resources) is weak. The 
secondary sector—the manufacture of intermediate 
products, primarily metal—is highly developed. The 
tertiary sector—production of producer goods—is well 
developed. And the final sector—manufacture of con- 
sumer goods—is inadequately developed. 


“This makes the oblast’s economy vulnerable in certain 
respects. It depends to a considerable extent on the 
supply of resources from outside, and its manufactured 
product depends on market demand. But not, unfortu- 
nately, on demand for the end product, which, with the 
compression of market demand, declines appreciably 
less than the intermediate product, which is what the 
oblast produces, in the main. For this reason the oblast’s 
economy is super-sensitive to the overall prevailing 
macroeconomic situation in Russia.” 


[Kosolapov] This is, perhaps, why the decline in produc- 
tion in Chelyabinsk Oblast in four months of 1994 
constituted 33.3 percent, exceeding by six to seven 
percent the all-Russia indicator? 


[Khristenko] Undoubtedly, the particular features of the 
economy of the South Urals were reflected in the mag- 
nitude of the slump in production. Last year the decline 
was determined largely by the decline in mechanical 
engineering. As of the start of this year, to the decline in 
mechanical engineering has been added, on account of 
the rapid increase in the price of energy and transport, a 
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sharp intensification, owing to the reduced demand for 
metal, which has become considerably more costly, in 
the decline in the iron and steel industry. And since the 
significance of iron and steel in industry approaches 50 
percent, it is understandable why this has been reflected 
so strongly in the oblast. Had we a more developed 
fourth sphere—the production of goods of final con- 
sumption—the oblast’s losses would be fewer. 


But the scale of the reduction in output differs appre- 
ciably by branch and works. The decline has been the 
greatest in the metallurgical complex and in mechanical 
engineering. At the same time, on the other hand, the 
production of fuel and energy resources constituted last 
year in relation to 1992 some 98.7 percent, and of coal, 
96 percent, and the generation of electric power consti- 
tuted 92.5 percent. And the picture is very dissimilar by 
territory of the oblast: Industrial production increased in 
Verkhniy Ufaley, Karabash, Plast, Kusa, and Chebarkul- 
skiy Rayon. And the greatest decline occurred in 
Nyazepetrovsk—37.3 percent. 


[Kosolapov] Many economists believe that the recession 
is a blessing for the Russian economy: We should not be 
producing what nobody wants, of low quality, and with 
middling consumer properties. There is undoubtedly a 
grain of truth in this. Add to this conversion.... But in 
small towns, and these constitute the majority in the 
oblast, one or two plants usually determine all of life and 
bear the brunt of almost all responsibility for the social 
sphere. If the breadwinner plant closes, where will people 
g0? 


[Khristenko] It is for this reason that the slump cannot 
be called a blessing. Today 25,000 persons have unem- 
ployed status, and their number is growing. 
Nyazepetrovsk and Karabash have the most unem- 
ployed. In addition, there is hidden unemployment at 
practically all enterprises. Some are now coming to a 
halt, others are working only part-time. Multiple-profile 
enterprises are suffering from unemployment less than 
the others; single-profile enterprises, more than others. 
An oblast employment program has been devised, and 
its implementation will help people acquire a new occu- 
pation and find a way of applying their capabilities. 
Although involuntary dismissal and a change of occupa- 
tion represent a painful and psychologically complex 
process, of course. 


To conclude the general description of the oblast, I will 
say this: Enterprises of the military-industrial complex 
are extensively represented in the region’s economy. 
Defense enterprises accounted for more than one-third 
of the product in mechanical engineering, and iron and 
steel industry was to a considerable extent oriented 
toward the fulfillment of orders of the military-industrial 
complex (up to 20 percent, directly or indirectly). 


And, finally, the environment. The territory of the oblast 
is classed as an environmental disaster territory. And 
consequently, the investments channeled here go only 
partly into production; considerable resources have to be 
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channeled into the installation of facilities protecting 
nature against production. This is, naturally, reducing 
the efficiency of the investments... 


The decline in production, the growing unemployment, 
the arrears, the stratification of the population by 
income, the most severe investment crisis—these are all 
symptoms of the same disease: transition to the new 
economic system and the weakness of all branches of 
power. How is it to be treated? Only, in my view, by way 
of intervention in the economy from outside, with the 
aid of increased state regulation and a strengthening of 
state power. The draft presidential edicts and the efforts 
of the oblast administration are geared to this. 


[Kosolapov] Let us switch to the financial system. It is 
the main lever in the modern economy, whence all roads 
toward the recovery of both the Russian economy and 
the oblast economy begin. 


[Khristenko] The financial system consists of three 
blocs: finances of the enterprises and the state and 
monetary circulation. The total profit collected in our 
oblast last year was R1.3 trillion. Industrial enterprises 
account for almost 90 percent. One-fourth of the total 
profit is produced by the stock company Magnitogorskiy 
metallurgicheskiy kombinat. Last year just nine percent 
of the total number of enterprises were unprofitable; 
according to the results of work in the first quarter of 
1994, the number of unprofitable enterprises increased 
to 20 percent. The reason for the decline in profitability 
and the increased number of unprofitable enterprises 
was the increase in the prices of energy and transport 
se1vices, which has accelerated since the start of 1994. 


Having since the start of the year become more stringent, 
the state’s financial and credit policy has narrowed 
effective demand expressed in a crisis of enterprise 
mutual arrears. 


Enterprise debts are so great that they have come to 
equal three months of output. The arrears have exacer- 
bated the problem of the payment of wages. Whereas the 
arrears here at the start of the year were the equivalent of 
30 percent of the monthly remuneration fund, in April 
they had risen to 45 percent. 


What is being done to rein in the arrears crisis? We are 
working on the state’s debts with the Government of 
Russia, have created the Urals Finance Group clearing 
and payment center, and are introducing bill circulation, 
and a barter association has commenced operation. 


[Kosolapov] Nonetheless, despite the close dependence 
of the oblast’s industry on the state of affairs throughout 
the Russian economy, what, in your view, may be done 
to turn the inauspicious trends around and begin, if only 
slowly, an upturn? 


[Khristenko] Of course, a strategic plan of the develop- 
ment of the territory is needed, not in the old State 
Planning Committee version, when programs were 
written up to the year 2010 and further, but a plan 
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determining the direction of all actions: political, eco- 
nomic, social. This should be an all-embracing action 
program of the oblast administration, the oblast Duma, 
and public organizations and parties. Such work is under 
way at this time. 


We have determined in principle what we need to take as 
a basis in order to transfer the oblast economy to a new 
level of development corresponding to the long-term 
social requirements of the population and the social 
standards of developed countries. 


Three such support points ave seen. First and foremost, 
iron and steel industry—the basis of the oblast economy. 
A modern production engineering base would make it 
possible to make it more efficient economically and safer 
environmentally, and would make its laber more mean- 
ingful and attractive socially. The extent of the treatment 
of metal would increase appreciably, and the foundries 
would assume some of the techniques of the mechanical 
engineering enterprises—small-scale metallurgy. 


Another group is composed of enterprises of the mili- 
tary-industrial complex possessing high technology in 
the sphere of nuclear power engineering, space equip- 
ment, communications, and so forth. They should be the 
conduits of such technology in the production of final 
consumption commodities, consumer goods, in the 
main. 


The third point is composed of services and small 
business. In market economies 60 percent of all goods 
and services is produced by small business, and its share 
in the production and sale of consumer goods amounts 
to 90 percent. But it is this finish phase of the economy 
that is most undeveloped with us, and that is the reason 
for the particular sensitivity of the oblast economy to 
macroeconomic fluctuations. Services and small busi- 
ness could take on the accomplishment simultaneously 
of two problems that are pertinent for the oblast—they 
could develop the production of goods of final consump- 
tion and services and also be, on account of their 
labor-intensiveness, an absorber of the released labor 
resources and resolve the problem of employment. 


[Kosolapov] You are speaking about the possibilities of 
growth. Do you refer to any particular territories? 


[Khristenko] The concept of a point of growth is not so 
much geographical as functional. Although when it is a 
question of metallurgy, of course, I refer primarily to 
Magnitogorsk and Chelyabinsk. If growth is connected 
with the use of research-intensive technology, this means 
Chelyabinsk-65 and Chelyabinsk-70, Miass, and the oblast 
center. If it is a question of services, development is tied to 
the territories with a high population concentration, that 
is, the oblast’s cities. As a result the points of growth 
should operate practically throughout the territory. 


[Kosolapov] Investments are needed for any develop- 
ment. Where are they to come from? 
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[Khristenko] Under the conditions of the investment 
crisis that has encompassed all of Russia, this is a 
problem, of course. There is a shortage of investments 
for everything. They need to be concentrated in partic- 
ular areas. 


When it is a question of metallurgy and enterprises of the 
military-industrial complex, of course, these should be 
largely state investments and private investments on the 
strength of state guarantees. It is here that an intensifi- 
cation of the role of the state in the development of the 
economy should be manifested to some extent. 


When it is a question of services and small business, the 
investments will mainly be private. And investment 
activity should be initiated by the high yield of capital 
investments. This is not possible everywhere, merely in 
the areas of growth. A significant role could be per- 
formed by the administration, exempting the most per- 
tinent spheres of small business and services from local 
taxes and thereby enhancing the efficiency and attrac- 
tiveness of capital investments. 


[Kosolapov] Could you cite specific investment examples? 


[Khristenko] We are placing certain hopes for a stimu- 
lation of investment in the financial and industrial 
groups. Primarily that which is taking shape around the 
Magnitogorsk Foundry. It is this that is to set an example 
of the transition to the more intensive treatment of 
source raw material and the lengthening and ramifica- 
tion of the production engineering branches. The cre- 
ation of a similar group is planned on the basis of the 
Chelyabinsk Foundry. Work is being performed on the 
formation of a financial and industrial group around the 
Uraltrak stock company, a major engineering enterprise, 
although the mechanical engineers have more problems 
complicating their work than the iron and steel workers. 


The administration is studying not only the major enter- 
prises but also a stimulation of investment activity in the 
sphere of small business. A special fund was set up last 
year for the support of enterprise. It has financed 30 
projects, totaling R300 million. This support is planned 
in an amount of R4 billion this year. 


Not only national but also overseas entrepreneurs could 
be sources of investments. A large-scale agreement has 
been concluded with the well-known RTZ transnational 
concern for the development of auriferous deposits in 
the city of Plast. And poor beds, which would not have 
been tackled for several years yet by the South Urals 
prospectors, will be mined according to modern tech- 
niques, what is more. 


Work with federal authorities and business circles of 
Germany on the formation of a line of credit totaling 
DM 1 billion is in the completion phase. Approximately 
20 projects of our enterprises will be funded. These 
include large-scale projects amounting to approximately 
DM180 million and small ones of the order of DM1.5 
million and the most varied market directions. 
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Enterprises that have proposed projects represent iron 
and steel industry, mechanical engineering, and instru- 
ment making. These include the Magnitogorsk and Che- 
lyabinsk foundries, the Urals Auto Works, and enter- 
prises studying problems of communications and 
telecommunications. There are projects of small busi- 
ness enterprises handling such types oi research- 
intensive products as the production of synthetic dia- 
monds and high-energy magnets. 


Some 350 joint ventures have been created in the oblast 
at this time, and they could make a pronounced contri- 
bution to the technological retooling of industry. Presen- 
tations of products of the oblast’s economy continue in 
the world’s developed countries for a strengthening of 
business relations and contacts. 


[Kosolapov] You spoke about the need for joint efforts 
to transform the oblast economy. What did you have in 
mind? 


[Khristenko] Success will come if political stability is 
achieved, and if the agreement on social partnership of 
the three main forces—the working people, the enirepre- 
neurs, and the state authorities—operates. 


The classical situation of shipwrecked voyagers who 
have ended up in one boat is more applicable to our 
times than ever. Each is endowed with some resource: 
One has water; another, food; a third, great physical 
strength; and so forth. If each holds on to his resource, 
they will not make it to shore. But if they share with one 
another, they will have a chance of being rescued. 


And our job is not for each to hold on to his own but to 
join efforts. We have concluded an agreement between 
the unions, the entrepreneurs, and the administration. It 
is operating and will, let us hope, work in difficult 
situations for the oblast also, should they arise. 


[Kosolapov] And what prospects do you see for the 
oblast? 


[Khristenko] Today the oblast has many problems; we 
have touched on only some of them. They are difficult, 
and they cannot be resolved all at once. But the entire 
experience of the region’s development shows that it has 
far from exhausted its possibilities; moreover, its role 
and significance for Russia will grow. 


Vladimir Oblast Chief Criticized for Corruption 


944F1143A Moscow OBSHCHAYA GAZETA 
in Russian No 33/55, 29 Jul-4 Aug 94 p 7 


[Article by Nikolay Yegorov, president’s representative 
in Vladimir Oblast and deputy to the Federation 
Council: “To Whom I Yielded My Place’’] 


[Text] I am well known in Vladimir Oblast: I have lived 
for more than 50 years there and have worked there for 
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16 and a half years as a kolkhoz chairman. The local 
democrats supported me. That is why I became the 
president’s representative. 


And at the end of August 1991 I was asked to head the 
oblast administration. I refused and said: better that I 
help the young and worthy. The oblast soviet session 
nominated two candidates: Andreyev, 38 years of age, 
and Yuriy Vlasov, 31 years old. I took them to Moscow 
to see Valeriy Makharadze, head of the Control Admin- 
istration. We talked with both of them and preferred 
Vlasov. 


So I myself gave Vlasov his admission card to power. 
Something of which I presently repent. He had just 
started to work when it turned out that he and | 
disagreed on every point: in our approaches to reforms, 
to the organization of affairs, to personnel policy, and to 
the methods of governing the oblast. 


He was a young person who was not from Vladimir 
Oblast—it was just three years since he had left 
Stavropol Kray. And I said to him right off: “You, of 
course, are the head of administration and it is your job 
to decide who to hire to serve under you. But in choosing 
your team, consult with me. I know the local personnel 
fairly well and will give you all their references . You may 
not agree, but you will know who to choose.” 


He did not object, but all my words fell on deaf ears. 
Vlasov started to put together his set of aides on his own, 
and it was, to put it mildly, a strange collection. 


Vlasov appointed his own recent rival, the candidate 
Andreyev, to be his first deputy in charge of privatiza- 
tion. Andreyev got to work without missing a beat: he 
nearly privatized the Suzdal State Tourist complex, a 
unique laser center, and famous hunting preserves, 
which, incidentally, the state had no intention of giving 
up! As the president’s representative, I had to intervene. 
After six months Andreyev was fired for violating the 
president’s edicts and Supreme Soviet’s decrees simulta- 
neously. 


The next five of Vlasov’s deputies were, I dare say, no 
better. He chose them and fired them one after another. 
Finally Yevgeniy Frolov turned up. He was in charge of 
trade and the banks and concerned himself with 
licensing. All credits passed through him. Soon both the 
procuracy and I started to receive more and more 
information indicating that Frolov was playing a dis- 
honest game and taking large bribes. We reported this to 
the proper authorities. A commission from the control 
Administration of the president’s administration came 
to audit Frolov. It identified a number of serious viola- 
tions and recommended that he be dismissed. But 
Vlasov bristled and defended his deputy with all his 
might, claiming that the latter had been slandered by 
enemies. 


Businessmen started coming to me frequently and com- 
plaining: ‘““We are tired of paying bribes to Frolov! How 
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much can we take?’ I myself got heated up and 
announced at one session that Frolov was connected 
with criminal structures. There was a lot of noise and 
offense, but soon Frolov was arrested and he is now 
under investigation. Soon there will be a trial and 
everything will be cleared up there. Including the ques- 
tion of whether Yuriy Vlasov was involved. 


He tried to consolidate his position last October when 
the soviets ceased to exist. At that time all power passed 
into the hands of the administration and its head. I then 
came out in the press and on television and said that a 
critical moment was arriving for the democratic forces 
and the law-enforcement agencies. It’s as though I 
foresaw the future! The concentration of power in a 
single set of hands led to no good. 


Elections to the State Duma were scheduled in our 
country. Could Vlasov possibly pass up such a moment? 
He issued an order in which he spelled out in thorough 
detail how the body of legislative authority should con- 
duct itself and why. But that was not one of his duties at 
all. 


I wrote a representation to him and to Moscow to the 
effect that the head of administration had no such 
powers and that the order was illegal. The procurator 
wrote the same thing. Vlasov reacted in distress and 
announced that I was trying to block the local elections, 
that I was an enemy of democracy, and so forth. 


In the meantime, he himself did not come back from 
abroad. First he was in Australia, then in Germany, in 
Denmark and in France. Moreover, his visits were paid 
for by commercial structures, and then everything was 
officially written up after the fact as a business trip. I 
said: “You cannot do things that way, Yuriy Vasilyevich! 
You will have to pay for that; the businessmen will 
collect from you.” “What do you mean?” he answered 
me, looking me right in the eye. “They have simply 
loaned me the money.” Power had truly overwhelmed 
him! 


What concerns me is not the fact that we have been in 
conflict. The problem lies elsewhere. The people are 
increasingly berating authority. Any authority: whether 
the governor or the president’s representative. What will 
come of this? Just in time for the next elections our 
traditionally democratic oblast will turn into a bastion of 
reaction and opposition to reforms. 


Voronezh Sankers Provide Credit to Bankrupt 
Enterprises 


944F1171A Moscow IZVESTIYA in Russian 
3 Aug 94 p 2 


{Article by Valeriy Mirolevich, IZVESTIYA staff: 
““Creditors Give Money to a Bankrupt!”] 


[Text] Voronezh—A conference of Voronezh bankers 
who have given credit to the Aktiv Closed-Type Joint- 
Stock Company—the former Khokholskiy Sugar Refin- 
ery—took a decision to issue the stockholders one more 
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credit in the amount of several billion rubles. It is an 
unprecedented case, inasmuch as in June the oblast court 
of arbitration ruled Aktiv to be bankrupt: the enter- 
prise’s debts had already reached 40 billion rubles, which 
is fourfold the value of all its fixed assets. 


Officially the bankers met in order to carry out one point 
in the court of arbitration’s decision: to consult among 
themselves and propose to the court for approval a 
candidate for so-called competition manager, who is 
supposed to prepare the enterprise for competitive sale. 
Albeit a responsible job, it is essentially a formality. If 
the bankers’ conference had limited itself to that alone, it 
could have also been called an official funeral for the 
capital they had invested in Aktiv. However, funereal 
motifs could be heard in the creditors’ speeches 
throughout the nearly three hours of their meeting. After 
all, if today all Aktiv’s property were sold down to the 
last nail, the banks would not receive a single kopeck— 
the entire proceeds from the sale would go for priority 
payments and to the budget. Yet if it is given the 
opportunity to operate at full strength for a few months, 
then there is some hope. 


One could recount at length how the Aktiv Closed-Type 
Joint Stock Company went bankrupt. But the main 
reason lies in its inability to intelligently manage its 
income under market conditions. One specialist who 
studied the underlying reasons for Aktiv’s bankruptcy 
said that it was the result of euphoria over easy money. 
As late as the end of 1992, the stockholders’ earnings 
exceeded 100,000. For a rural region, that was a fantasy; 
on kolkhozes, such earnings did not even reach 10,000. 
The joint-stock company’s employees actively 
acquainted themselves with foreign countries on busi- 
ness and pleasures trips. A quantity of electronic equip- 
ment and other foreign-made household appliances was 
purchased that was unheard of for the countryside. 
Loans were taken out in dollars for imported equipment 
for which there was no particular need—it has not been 
installed to this day. Several unsuccessful commercial 
transactions were carried out that failed to take into 
account inflation and the intrusion of cheap imported 
sugar into the Russian market. Consequently, nothing 
was left with which to pay for the many billions in credit 
that had been obtained. And on top of that, the tax 
services uncovered underpayments to the budget, and 
the enterprise’s debts started to burgeon. 


But just what did the bankers pin their hopes on in 
making up their minds to undertake further transfusions 
to support an enterprise that had already gone bankrupt? 


A sugar refinery is a seasonal enterprise. In several 
months it refines hundreds of thousands of tonnes of 
sugar and then prepares for the next harvest. If the sugar 
refinery is not prepared and put into operation right 
now, in August, 60 farms in the three surrounding rayons 
will suffer immense losses. They have grown sugar beets 
in hopes of selling them to their nearest refinery. Hauling 
them to more distant refineries would place an unaccept- 
able burden in gasoline and diesel fuel costs on them. 
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Weighing all this, the creditors decided to grant one 
more loan for preparing the refinery for production. The 
held consultations with the tax services so that the 
specially earmarked loan would not be confiscated in 
payment of the debt to the budget. The bankers also 
agreed among themselves that until the specially ear- 
marked investment had been repaid none of the credi- 
tors would seek to recover his money through the courts. 


The bankrupt owners of Aktiv have already begun 
work—they were promised that part of their earnings 
would be replaced out of the loan. At the same time that 
the production facilities have been geared up, prepara- 
tions have begun for selling the refinery itself in a 
competitive commercial bidding. Viktor Isaykin, 
chairman of the Staronikolskiy Kolkhoz, has been 
named competition manager, to whom all power at 
Aktiv passes until it is sold. His candidacy was thor- 
oughly discussed not only by the creditors but also by the 
farm executives who have a stake in trusting the fate of 
this year’s harvest to a reliable person. 


A large part of the new loan to the bankrupt has been 
assumed by the Voronezh Bank of the Savings Bank of 
Russia. Its chairman A. Solovyev told me that it is not 
out of the question that they are presently working for an 
outsider. When the bidding starts, it is entirely possible 
that some merchant from outside the area will take over 
the geared-up refinery. But there is no avoiding that risk: 
a competitive sale has its own laws. Granted, its orga- 
nizers may stipulate mandatory terms—the preservation 
of the enterprise’s specialty and the number of jobs. 


Volgograd Experience With Criminal Gang 
Recounted 


944F1171B Moscow IZVESTIYA in Russian 
3 Aug 94 p 4 


[Article by Viktor Kornev: “Devil’s Dozen: Why 
Reserve Detachments of Bandits Are Being Formed” } 


[Text] Volgograd—This June, after the president’s edict, 
it was explained to Russia's citizens that the fight against 
organized crime was henceforth going to be an all-out 
fight. Society, alas, once again took a skeptical view. 
Even the sociological services are not wasting time 
taking opinion polls on the subject, “Do you trust the 
militia?” The results are clear in advance, although the 
television airwaves have started to overflow even further 
from the number of stories shot by the MVD’s press 
service showing the seizure of gangs in various places. 
Yesterday in our newspaper one more cry of despair 
appeared in the place set aside for paid advertisements: 
“Citizens of Russia!” said an appeal from the organizing 
committee of the All-Russian Party of Personal Safety 
that is being established. The gist of it was that the 
authorities were again, as usual, failing to protect us, and 
that we ourselves must unite and defend ourselves 
against criminals. 


The Volgograd Oblast Court’s judicial collegium for 
criminal cases has concluded the trial of a sensational 
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case by sentencing the members of a criminal group to 
lengthy terms, and two of the defendants—to capital 
punishment. Both the trial itself and the court’s verdict 
aroused considerable response int eh city. 


Twelve Agents; The Thirteenth Is ‘King’ 


First of all, the tragic chronicle is shocking: on 17 April 
a girl was murdered, on 20 May a young entrepreneur 
was killed, on 28 May another two people were killed, on 
4 July, first the driver of a private taxi and then another 
two people were killed, and on 28 June a girl was 
murdered. In three months, eight murders. Moreover, 
they were brutal murders: the victims were choked with 
a rope and a belt, beaten on the head with a hammer, and 
cut up with knives. All this took place in 1992, but the 
trial has only now been held, since the investigation of 
this complicated case took more than two years. 


There were 13 defendants. A devil’s dozen. The ages of 
12 of them as of the time of the crimes were from 16 to 
21 years. Nine members of the gang, of which four were 
minors, took part in the murders. The rest managed to 
join in with the killers only in robbing the apartments. 


The 13th was 35-year-old Yuriy Korolev, “King” for the 
gang members. He had six previous convictions. He had 
finished serving his la. t sentence a short while before the 
series of the latest crimes. 


He also took part in committing six of the murders and 
what’s more was their principal instigator. 


The younger members of the gang started catching up 
rather quickly with “King” in number of mortal victims. 
Only four of them before their arrest had taken part in 
only one killing each. And Kirill Poddubskiy had taken 
part in three killings, Viktor Danilin—in two, the minor 
Aleksey Globa—also in two, and his age-mate Aleksey 
lonkin, who was already on a par with “King”—in six. 
“Just hint that he kill and he will kill,” Korolev said 
about Ionkin when I spoke with him in his preliminary 
detention cell. 


Such are the gloomy, frightening statistics. Behind the 
dry list lie human tragedies. The pain of parents whose 
daughter, after leaving the house to take a walk, suddenly 
disappeared. Not until a long time later was her corpse 
discovered, buried near an inlet. 


The gang carried out that and all the other killings 
calmly, deliberately and cruelly with no regard whatso- 
ever for the value of human life. 


Could the series of killings have been prevented or at 
least halted for a brief time? After all, the gang, which 
operated in Volgograd’s Krasnoarmeyskiy Rayon, was 
not made up of outsiders who dispersed after their 
“visiting performances” and disappeared in the city of 
millions. Almost all the gang members were neighbors: 
four lived on Engels Boulevard, three lived on Heroes of 
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Stalingrad Prospect, and two lived on Proletarian Street. 
And Korolev, too, moved in on Proletarian Street, 
renting an apartment there. 


A Special Ruling Addressed to the Militia 


Viktor Gogolkin, head of the oblast procuracy’s depart- 
ment of state prosecutors, proposed that a special ruling 
be handed down with respect to the commanders of the 
militia, which through its inaction had, for all practical 
purposes, untied the bandits’ hands. But the judicial 
collegium did not issue a special ruing; nonetheless, in its 
verdict it gave a rather harsh assessment of the militia’s 
actions. 


The point is that on 5 May, two weeks before the murder 
of the young entrepreneur, officers of the Krasnoarmey- 
skiy Rayon Internal Affairs Department arrested “King” 
for assault and robbery. He and a buddy dragged a 
passerby into a building entryway—on the aforemen- 
tioned Proletarian Street, incidentally—and took has 
money and things. Then the buddy stabbed the man. But 
afterwards both robbers were released from the rayon 
department in order that they themselves might return 
the things to the victim! And that was the end of the 
matter. Yet Korolev was already a wanted fugitive! 


Now the concern is not with imposing disciplinary 
penalties for the “infraction.” They have already been 
imposed by the head of the Volgograd Oblast Internal 
Ai:>irs Administration. “Changes are needed in the 
organization of work at places of residence, as it is 
customarily referred to,” Gogolkin believes. “And that 
pertains not even to the Volgograd militia as such but to 
the system as a whole. But in and of itself, the example is 
vivid enough. After all, the precinct officer identified 
Korolev as the participant in an assault. And he was the 
one who found the apartment where ’’ King“ was arrested 
along with his buddy. The precinct officer also knew the 
fellows who formed the devil’s dozen. But someone has 
to analyze the information and monitor the zone of risk 
when an alarm signal has been received.” 


Aleksandr Yermolyev, deputy chief of the oblast procu- 
racy’s department for the investigation of especially 
important cases, agrees with Gogolkin’s opinion. He was 
the one, as the head of a brigade, who bore the main 
burden of the investigation, which took more than a 
year. Here is the picture, revealed from “inside,” with 
which he became familiar. 


Aleksey lonkin was given a record in the inspectorate for 
cases involving minors when he was just 11 years old— 
for petty theft. At the age of 16 he was convicted, 
although he was given a suspended sentence. Aleksey 
Glob had a record with the inspectorate since the age of 
10—also for theft—and had two convictions. Viktor 
Danilin got a record with the inspectorate at the age of 
16. Mikhail Kibenko and others also had records with 
the inspectorate. 
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Just how effective the practice of keeping tabs on such 
youngsters is is evident from the case of the devil's 
dozen. Other “educators” found a common language 
with them. 


The gang started to be formed as an organized crime 
reserve. This was noted by both Gogolkin and Yer- 
molyev. In a conversation with me Korolev also sup- 
ported that assessment. “Yes,” he said, “it was a good 
base.”’ And he added that he had already been promised 
to be connected with a “good brigade,” which at the time 
was “away on assignment.” 


A rigid or, more accurately, cruel process of selection 
also took place within the gang itself. Korolev’s accom- 
plish in the robbery-assault on the passerby was killed. 
At the same time, a young woman who was present was 
also killed, in order not to leave a living witness. Two 
“partners in crime’’ who had taken part in stealing the 
private taxi were killed. All this, of course, was done with 
the sanction of “King” and with his participation. He 
himself had no reservations about robbing his own 
relative. 


I am deliberately not delving deeply into the details of 
this sizeable case, since many of them resemble scenes 
from a horror film. Let me just sum up: 


Korolev and Danilin have been sentenced to death, and 
the minor participants in the murders have been sen- 
tenced to 10 years, the maximum term. 


Concept of RF Policy Toward Russians in Near 
Abroad Described 


944F1171C Moscow ROSSIYSKIYE VESTI in Russian 
3 Aug 94 p 2 


[Article by Yuriy Mamleyev: “The President and Our 
Compatriots: 25 Million Russians Living Outside Russia 
Will Not Be Abandoned to the Whims of Fate”’] 


[Text] By dint of historical cataclysms, 25 million Rus- 
sians, the population of an average-size country, have 
found themselves outside their historic and spiritual 
homeland. In some countries their basic rights are vio- 
lated, up to and including depriving them of citizenship 
and forcing them out of the sphere of official service and 
employment. 


They have been morally and psychologically injured, and 
in some cases they become the targets of outright hatred 
and, despite that, preserve their loyalty to their countries 
of residence, attempting only to defend their rights. 
However, under the pressure of circumstance, some of 
them are forced to leave and flee to Russia, to their 
historical maternal bosom, where at least they will not be 
despised for their origin, where they can live among their 
own people. Russia itself is in a difficult situation (I 
believe that it will not continue that way for long), but 
can it possibly reject its sons and daughters, people for 
whom Russian culture is their native culture, who speak 
in the language of Pushkin and Tolstoy, which unites us? 
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This situation requires an answer on many levels—on 
the public and the moral and psychological levels, ulti- 
mately in the language of the heart, but also in the state 
language. We must not abandon our compatriots to the 
whims of fate, which is usually merciless, or allow such 
serious infringements of their rights. 


B. N. Yeltsin instructed the Russian Federation Presi- 
dent’s Commission on Questions of Citizenship, the 
chairman of which is A. Mikitayev, to draw up a “Con- 
cept of the Russian Federation's State Policy With 
Regard to Compatriots Living Abroad.” As a person who 
took part in this work, I can say that the task has been 
accomplished, but before the concept was completed by 
the commission, it was broadly discussed from various 
viewpoints, including the legal standpoint and the stand- 
point of international law, examined in Russian commu- 
nities abroad, and studied by ambassadors and consuls. 
All the critical observations of both the commission 
members and of other qualified persons who discussed 
the draft were taken into account. 


The section “Basic Provisions” states that Russia will 
continue its policy of reaching bilateral and multilateral 
agreements on the forms of regulating the legal status of 
its compatriots: it intends to work for the fulfillment by 
Latvia and Estonia of interstate agreements with Russia, 
including those pertaining to questions of citizenship; it 
supports the institution of dual citizenship and views an 
agreement on dual citizenship as a factor in strength- 
ening confidence between states. It states that Russia, in 
bilateral and multilateral negotiations, will raise the 
question of according the Russian language the status of 
a second state language in those countries. Finally, our 
country accepts and will continue to accept compatriots 
who want to move to take up residence in their historic 
homeland, taking advantage of the opportunities it 
offers. “Assisting in the accommodation of these people 
is a duty of authorities at all levels,” the document 
stresses. 


I shall especially dwell on the idea of dual citizenship. In 
practical terms, in relation to the countries of the near 
abroad, this means that the Russian and Russian- 
speaking population, and most likely, everyone who 
regards Russia as his historic and spiritual homeland 
may, if they desire, receive Russian citizenship while 
remaining citizens of the country in which they reside. 
Naturally, the same rights are received by persons who 
are connected by origin with the countries of the near 
abroad but who live in Russia. 


I believe that the adoption of such an agreement in no 
way undermines such persons’ loyalty to the state in 
which they live. The practice of dual citizenship that has 
been adopted in Western countries proves that. On the 
contrary, the very possibility of obtaining dual citizen- 
ship would, to a significant extent, calm down Russians 
living abroad, relieve their social stress, and give them 
confidence that in the event of extreme situations they 
would not find themselves in a hopeless position. 
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The stability and normalization of interethnic relations 
would also be promoted by granting the Russian lan- 
guage the status of a second state language in the 
countries of the near abroad. Moreover, such a status 
would be a positive factor in the cause of economic 
integration of the CIS countries, which is now desirable 
for everyone, and the creation of better conditions for 
scientific and technical cooperation. Finally, the spread 
of the Russian language would help persons of indige- 
nous nationality from the countries of the near abroad 
study in Russia's higher educational institutions. 


The “Basic Provisions’ also discuss the assistance, 
including economic assistance, that should be provided 
to Russian communities and other groups of Russians 
abroad. All this is fully in keeping with international law; 
moreover, it is envisaged that such assistance would be 
provided within the framework of agreements between 
Russia and the countries of the near abroad. 


The document expresses confidence that Russia will not 
allow discrimination against its compatriots abroad and 
will defend their dignity, well-being and right to their 
national life. At the same time, this policy is aimed at 
achieving good-neighborliness and mutually beneficial 
cooperation with all the states of the CiS and the Baltics. 
I believe that the time of conflicts and enmity must pass, 
and that it is long past time for that which brings 
together and unites the peoples of the post-Soviet space 
to come to the fore. The preservation of one’s own 
national distinctiveness in no way interferes with that. 


A draft edict on the Concept of the Russian Federation's 
State Policy With Regard to Compatriots Living Abroad 
has been passed on for the president’s consideration. | 
think that not only the state but broad circles of the 
public should become involved in solving this complex 
problem. 


Our information. Yuriy Vitalyevich Mamleyev is a 
writer, philosopher and one of the brilliant representa- 
tives of the “third wave” of the Russian emigration. He 
has lived in Russia since 1993. 


Forest Fires Plague Leningrad Oblast 


944F1169C St. Petersburg SANKT PETERSBURGSKIYE 
VEDOMOSTI in Russian 3 Aug p 2 


[Report by L. Rakhmanov: “For the Forest and for the 
Purse”’] 


[Text] Yesterday the Leningrad Oblast government dis- 
cussed the question of imposing a state of emergency in 
the oblast’s territory in connection with the increased 
danger of forest fires. 


According to A.A. Polyanskiy, the forestry committee’s 
chief forest warden, the situation is currently becoming 
critical: On | August alone, 27 forest fires were regis- 
tered. Sosnovskiy, Lesogorskiy, Vyborgskiy, Kingisepp- 
skiy, Lomonosovskiy, and Kirovskiy forest zones are 
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burning. Flare-ups start in practically all rayons, and the 
—— of fire is appraised as quite high—category four 
or five. 


Over July, 774 forest fires were registered in the oblast; 
as a result, 969 hectares of forest burned down. Special- 
ists especially point out peatbog flare-up, the extin- 
guishing of which presents the greatest problems for 
firefighters. 


Beginning this year the oblast government did not 
impose an all-out ban on forest visits: These decisions 
were made independently on the local level. Visiting 
forests and peat bogs was prohibited in Volosovskiy, 
Kingiseppskiy, Podporozhskiy, Priozerskiy, and Vyborg- 
skiy Rayons. Violators are subject to administrative 
penalties, including a fine in the amount of 20 minimum 
wages. Currently such bans are in effect in practically all 
rayons. Barricades announcing the ban on forest visits 
are being set up at rural roads. The enforcement is being 
carried out not only by forest rangers, but also by 
internal affairs and state motor vehicles inspection 
personnel. 


At the same time, forest zone personnel, whose job it is 
to extinguish forest fires, no longer can cope with the 
load. Additional money and measures are needed, which 
will be envisaged by the government decree on the 
emergency situation in the oblast, currently being 
prepared. 


The Leningrad Oblast government’s decree will be 
published this week. 


Economic Decline Leads to Hardship, Starvation 
in Komi 


944F 1098C Moscow ROSSIYSKIYE VESTI in Russian 
27 Jul 94 p 2 


[Article by Tatyana Borisevich, personal correspondent 
(Komi Republic): “Are Mixed Feeds Coming to Komi?”’] 


[Text] A tragic incident occurred in the Prupt lumber 
camp in the Komi Republic. A 30-year-old tractor operator 
and father of three doused himself with gasoline and set 
himself on fire. Television commercials are advertising 
“sneakers” and “Bounty,” but his children would be 
happy with a simple piece of bread and cannot afford it. 
Wages are held up for two to five months at a time. Stores 
in lumber camps are keeping ledgers of debts. People are 
starving. Some families have tried to live on mixed feeds 
and stewed dog meat. 


The timber industry, once one of the main sectors of the 
Komi economy, is in a state of severe crisis today. More 
than 20 million cubic meters of timber was being cut 
here just recently. Last year the figure had already 
dropped to 10 million, and in the first six months of this 
year the figure has not risen above 4 million. This means 
that the output for the year will not even reach the 
8-million mark. This will not even cover the demand of 
processing production units in the Republic. They are 
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already on starvation rations. The production of ply- 
wood and laminate has stopped, and the output of 
furniture, paper, and lumber has been reduced. It was 
not that long ago, however, that the Republic was selling 
timber to Ukraine, Belorussia, Azerbaijan, and the West. 


The lumberjacks are blaming the government for the 
problems of their industry. Around 50 percent of the 
stock in their enterprises remained under government 
control. Besides this, some of the enterprises in the 
Republic are still under total state control, but all of 
them are hearing the same thing from the state: The 
country has a market now—sink or swim. Today the 
lumberjacks are the first link of the chain stretching from 
the raw material to the finished product. Whereas the 
producers of the finished product (paper, furniture, and 
plywood) have some profit and money, the loggers, who 
are not united with the processors, have only losses and 
debts. 


Today a cubic meter of timber costs from 20,000 to 
30,000 rubles, but in view of the fact that up to 40 
percent of the price has to be reserved for payments on 
loans and all overhead costs, including wages, we can 
imagine how cheap the product itself is. The main 
millstone around the necks of the loggers, however, is the 
cost of transport. The railroad adds an average of 
100,000 rubles to their price for each cubic meter. 


When this happens, the consumer decides that he does 
not need timber at that price and looks for a bargain. 
Sometimes he finds one. In most cases, however, he 
“contracts” it from the logger and either waits several 
months to pay him or does not pay him at all. 


Processors owe the loggers 9 billion rubles. It would seem 
that the means of covering these non-payments within a 
single Republic could have been found long ago. Further- 
more, the amount the logging enterprises owe to their 
own workers would almost be covered by this sum. This 
means that if the money were to be paid, the social 
tension in the lumber camps would be alleviated and no 
one would be dousing himself with gasoline or shooting 
dogs for dinner. But this has not been done! Just as the 
contracts between the lumber camps and the processors 
have no stipulations of the following type: “In the event 
of the failure to meet payment schedules for delivered 
timber, the amount due will be collected from the 
customer’s account without recourse.” 


However difficult things may be for the processors, they 
are still living better than the loggers. Paper production 
costs have tripled in the past year, and the price of paper 
is already seven times what it was before, but the 
processors are sharing in the profits. They have no wish 
to unite with the loggers under a single legal title. It is 
indicative, for example, that the Syktyvkar Timber Pro- 
cessing Combine refused a 500-million-ruble credit, a 
preferential loan at 10 percent, from the Russian For- 
estry Committee, while the loggers are willing to borrow 
money at any rate of interest, but no one will give it to 
them. 
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‘We will deliver a case of brandy to the administrators of 
any enterprise that takes us under its wing,’ General 
Director Yu. Turubanov of the Vychegda Joint-Stock 
Company remarked in a dejected tone. 


This logging association's late fees for pension payments 
alone exceed 100 million rubles. It also has to pay fines 
for other late payments and overdue credits, and the 
noose is getting tighter all the time. Many enterprises are 
selling timber below cost, for ex. nple, just to make any 
money at all. If the tax service were to hear of this, it 
would “reward” the sellers with the kind of fines they 
could never pay. Apparently, however, the directors of 
the logging enterprises no longer have any fears at all. 
They have acquired a devil-may-care attitude toward 
everything. 


The Republic logging enterprises owe more than 100 
billion rubles in all types of payments. This is much more 
than they are owed. 


What is the solution? Should the enterprises be closed or 
liquidated? It would cost more to do this than to pay all 
of their current debts. And why should they be closed? 
The domestic and foreign markets are willing to buy the 
timber. They simply cannot agree on the shipping costs. 
Furthermore, closing the enterprises would be disastrous 
for the timber regions, where the local budgets depend 
directly on these enterprises. At this time, 17 enterprises 
have already stopped working, and just look at the 
resulting crime wave, suicides, and threats to “shoot the 
boss”! 


There is only one solution: unification with the proces- 
sors and consolidation for the purpose of escaping the 
intermediate taxes on the journey from raw material to 
finished product. The low profit margin of some should 
be covered by the profits of others. The processors will 
not do this voluntarily; it will take a government order. 
That same government divested associations of their 
managerial and directive functions in 1991, and the 
associations fell apart. The re-attachment of logging to 
processing is the only way of saving the timber industry. 


Economic Crisis in Khanty-Mansiyskiy Okrug 
Detailed 


944F 1169D Moscow ROSSIYSKAYA GAZETA 
in Russian 3 Aug 94 p 2 


[Commentary by Aleksandr Filipenko, head of the 
Khanty-Mansiyskiy Okrug administration, recorded by 
Tamara Pavlova: “Russia Will Not Build Prosperity 
Without the North’’)) 


[Text] The Khanty-Mansiyskiy Autonomous Okrug’s 
economy—much the same as in Russia as a whole, 
though—is in a difficult situation today. The nonpayment 
crisis has gripped all economic sectors, and especially the 
fuels and power generation, timber, and construction 
complexes. This is how Aleksandr Filipenko, head of the 
Khanty-Mansiyskiy Okrug administration, appraises the 
situation:((end bold)) 
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I have this feeling as if we had been running for a long 
time and suddenly came to an abrupt stop. No move- 
ment backward or forward. Just yesterday we built a 
seemingly quite concrete program of action, and today it 
came to a halt. 


The specificity of our territory’s economy is that it is 
based on raw material sectors—mainly oil production. 
But oil cannot be called “goods” in a full sense of this 
word—you cannot put it on a store shelf and cannot get 
“live” money for it. The okrug today works for credit. 
And everybody owes it, both the Russian and CIS 
countries’ enterprises. 


In my opinion, the crisis of nonpayments, which is 
acquiring an unprecedented character on the all-Russia 
scale, is doing irreparable damage to okrug enterprises. 
Essentially, they have been pushed into a corner—they 
cannot extract payment for the products already sold, 
but neither do they have the moral right to stop 
production. 


Geological enterprises found themselves in an even 
harder situation. Their state support having been cut off 
for three years now, they stopped working for the future. 
Many of them are on a brink of disintegration. 


Burdened by high taxes and rising cost of production due 
to increasing transportation rates, the timber logging 
industry is dying. 


I see the cause of this in a thoughtless tax, financial, and 
investment policy. It is time for federal organs of 
authority, the parliament, the government, and the pres- 
ident to decide where they stand in relation to the 
northern territories. What will happen to the North, its 
potential and infrastructure? The Russian economy, and 
all of Russia, is unlikely to build prosperity without the 
North. 


Speaking of the Khanty-Mansiyskiy Autonomous Okrug 
and the potential directions in the development of its 
economy, which fit within the boundaries of discussion 
on the prospects of the North, there are two scenarios. 
One of them is treating it as a donor—a colonial, 
consumer approach. That is, take everything from the 
North without giving anything in return. Use a duty-shift 
method of development and resettle unneeded people. | 
have not invented this. This proposal was born in some 
overintelligent heads. In this case I would advise 
avoiding absolutist views on the problems of develop- 
ment of northern regions. With respect to our okrug this 
approach is unacceptable. The powerful economic 
potential, the developed social and industrial infrastruc- 
ture, and, finally, natural conditions demand a different 
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approach. Which is—not to limit ourselves to narrow 
specialization, but to organize in the okrug a normal life 
with a well-rounded, developed economy oriented 
toward the territory's resources. 


Having gained independence, the okrug had not been 
idle. Practically all programs oriented at creating new 
productions and supporting existing ones, as well as 
social protection of the population, are being imple- 
mented with our own resources. While we transfer two- 
thirds of all-state income to the federal budget, we would 
like to have mutually polite relations with federal agen- 
cies. After all, it is here that 80 percent of Russia’s 
foreign currency income is produced. So far, however, 
the proposals of a principal nature that we have pre- 
sented to the government—on the need to create neces- 
sary conditions for the development of its economy, all 
its sectors—have not been accepted. 


Unquestionably, all these problems are a reflection of the 
processes taking place in the Russian economy. But the 
state of the okrug economy also has an immediate and 
direct bearing on the state of Russia’s economy. Produc. 
tion of raw materials—oil, gas, and timber—at this point 
remains a cornerstone in the foundation of the national 
economy. If the life of the raw materials sector is in 
danger, it constitutes a threat to the future of Russia.“ 


Oblast Socioeconomic Status Reviewed 


944F 1106A Novosibirsk SOVETSKAYA SIBIR 
in Russian 27 Jul 94 pp 1-2 


[Report by the Novosibirsk Oblast Statistical Adminis- 
tration: “The Socioeconomic Situation and Develop- 
ment of Economic Reforms in Novosibirsk Oblast in the 
First Half of 1994”) 


[Text] Development of market relations in the economy 
continues in the current year. 


The state of the trade sector provides evidence of some 
positive shifts. Trade is becoming less and less restricted; 
new physical and legal persons are entering the market. 
The nonstate sector of the economy is developing, 
bringing into its orbit a considerable number of private, 
mixed, and other enterprises. 


However, these processes take place against the back- 
drop of the continuing production decline in all areas of 
the economy, considerable decline of investment activi- 
ties, enterprises’ mutual debts that have reached a crit- 
ical point, and a perceptible decline in the standard of 
living of a considerable part of the population. The 
process of stabilization of the financial situation is 
proceeding slowly and with difficulty. 
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The oblast socioeconomic situation for January-July of the current year is characterized by the following main 


















































indicators: 
First half of 1994 (in current prices) First half of 1994 as % of first half of 
1993 (in comparable prices) 
Industrial production, R billion 1,470 66 
Consumer goods production, R billion 528 66 
including: 
foodstuffs 262 72 
nonfood items 210 54 
liquor and beer 56 65 
Capital investment from all sources of financing, R billion 333 61 
Housing built with ali sources of financing, thousand square 116 77 
meters of total area 
Freight (cargo shipping) by common carrier, million tonnes + 66 
Retail sales of officially registered enterprises, R billion 691 90 
For-fee services, R billion 183 68 
Profit, R billion 370 3. 5times 
Unemployment (official), thousand persons 20 1. 7times 
Per capita monetary income (on average per month), R 75,480 5. times 
Consolidated index of consumer prices for goods and services*) x 492.5 











x) June 1994 as a percentage of June 1993 





Production and Investment 


INDUSTRY. In January-June, R1,470 billion worth (in 
current prices) of industrial output was produced. The 
physical volume of production fell as compared to the 
first half of 1993 by 34.1 percent, and of 1990—by 53.8 
percent. 


Production declined by more than one-third at enter- 
prises in the cities of Barabinsk, Iskitim, Kuybyshev, and 
Tatarsk, and Vengerovskiy, Dovolenskiy, Kolyvanskiy, 
Moshkovskiy, Ordynskiy, Suzunskiy, Chanovskiy, Chu- 
lymskiy, and Chistoozernyy Rayons. 


The scale of decline in production output differs consid- 
erably by sector and production. The volume of produc- 
tion in ferrous metallurgy, chemical and petrochemical 
industry, and in machine building was half of that of the 
corresponding period of last year; in nonferrous metal- 
lurgy it declined by 49 percent; in the light, timber and 
woodworking, construction materials, milling and 
cereal-making, and fodder-making industries—by 27-39 
percent; the food processing industry—by 18 percent; 
and in fuels industry—by 11 percent. 


Production of coal, metallurgical machine tools, electric 
furnaces, polyvynilchloride plastics, and preassembled 
ferroconcrete components declined by 20-40 percent; 
production of stainless steel, electric-welded pipe, 
cement, masticators, takeout of commercial timber, pro- 
duction of lumber, ceramic plumbing fixtures, heating 
radiators and convectors—by 41-60 percent; finished 
rolled metal, cold-rolled steel band, ferrous metals, 
woodworking machine tools, looms, large electric 


machinery, tractor drills, synthetic resins and plastics, 
polymer coating, and precast panels for building con- 
struction—by 61-80 percent; and rolled metal sheeting, 
seamless pipe, cement mixers, casting machines, and 
asbestos-cement sheets—by more than 80 percent. 


The physical volume of output increased by 2.4 percent 
in power generation. Production increased at 47 enter- 
prises (14.6 of the total number). There was an increase 
in the production of electric power produced by thermal 
power stations, turbine generators, disposable syringes, 
and nonmetalliferous construction materials. 


The current year’s average daily production of hydro- 
electric power, cold-rolled steel band, finished rolled 
metal, polyvynilchloride plastics, disposable syringes, 
nonmetalliferous construction materials, and precast 
panels for building construction increased in June as 
compared to May. 


Production of consumer goods declined in the first 
half-year by 33.5 percent (for reference: in January-June 
of 1993—by 14.6 percent), including in June—by 31.1 
percent. As compared to the corresponding period of 
1990, production declined by 50.3 percent. 


As compared to the corresponding period of 1993, there 
was a considerable decline in production on nonfood 
items—by 45.8 percent, including light industry goods— 
by 38.5 percent; production of foodstuffs fell by 28 
percent, and of liquor and beer—by 34.8 percent. 


The dynamics of consumer goods production changed as 
follows: 
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In real terms for January-June January-June 1994 as % of January-June 1993 as % of 
1994 January-June 1993 January-June 1990 

Consumer goods in actual current 527,955 66.5 49.7 

prices, R million 

including: 

foodstuffs 262,259 72.0 43.8 

nonfood items 210,184 $4.2 45.9 

of them: 

light industry goods 61,197 61.5 58.2 

liquor and beer 55,512 65.2 $7.2 














The proportional share of foodstuffs production in June was considerably higher than that of nonfood items (57.2 


percent and 30.6 percent, respectively). 


















































Produced over January-June Growth, decline January-June June 1994 as % of 
(-) as compared to | 1994 as % of Jan- May by average 
January-June uary-June 1993 daily production 
1993 

Bread and bakery items 96,322 117,011 -20,689 82.3 89.9 
Meat, including category |! 24,073 32,056 -7,983 75.1 96.8 
subproducts 

Sausage 13,253 12,399 854 106.9 87.4 
Butter 6,131 10,421 -4,290 58.8 167.6 
Mayonnaise 2,048 1,320 728 155.2 89.0 
Margarine 4,616 7,370 -2,754 62.6 145.4 
High fat-contents cheeses 3,272 3,788 -516 86.4 184.7 
Whole-milk products 63,403 80,150 -16,747 79.1 126.4 
Low-fat milk products 6,545 10,237 -3,692 63.9 96.0 
Canned products, thousand standard 5,566 9,369 -3,803 59.4 92.2 
cans 

Cereals 5,122 8,352 -3,230 61.3 52.3 
Flour 79,111 123,292 -44,181 64.2 48.2 
Macaroni items 9,040 11,276 -2,236 80.2 45.0 
Confectionery items 13,736 18,148 -4,412 75.7 103.8 

Soft drinks, thousand decaliters 1,169 1,679 -510 69.6 143.5 




















Among nonfood items, only the output of washing 
machines and household soap increased. 


Production of leather and felt footwear, electric mixers, 
tape recorders, television sets, household pumps, wall- 
paper, loudspeakers, and radio receivers declined by 
more than one-third. 


Taking into account the average daily production, the 
output of leather footwear, electric mixers, all-purpose 
notebooks, butter, confectionery items, high fat-content 
cheeses, whole-milk products, ice cream, baker’s yeast, 
mineral water, and soft drinks increased in June as 
compared to May. 


In the liquor production, there was a decline in the 
output of cognac (by 75 percent), grape wine (by 57.3 
percent), vodka and hard liquor (by 51.1 percent), and 
beer (by 6.1 percent). The output of champagne 
increased (by 4.5 percent). 


The output of defense-related products (in comparable 
prices) in the oblast as a whole declined by 29.4 percent 
as compared to 37.7 percent in January-June 1993. 


The proportional share of defense industry in the total 
volume of production in June comprised 15 percent, 
which is 1.8 percentage points higher than in June of last 
year. 


The total production of industrial output at defense 
enterprises undergoing conversion declined over six 
months of this year by 44 percent, including that of 
defense-related items—by 25.9 percent. 


The output produced by industrial enterprises is mainly 
distributed in Russia’s domestic market. Enterprises 
shipped only 9.9 percent of the total output outside 
Russia, including 6.7 percent to Ukraine. 


State enterprises account for 69 percent of industrial 
output, enterprises of mixed form of ownership (without 
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foreign participation)—22.5 percent, privately owned 
companies—8.4 percent, and public associations and 
organizations—0.1 percent. Joint-stock societies and 
partnerships in the state sector account for 60.6 of the 
total output, and in the nonstate sector—for 99.6 
percent. 


Labor productivity declined by 25.7 percent (for refer- 
ence: over the first half of 1993—by 7.6 percent), 
including at enterprises undergoing conversion—by 30. 1 
percent. 


Labor productivity rose in the fuels and microbiological 
industry. 


Labor productivity increased as compared to the corre- 
sponding period of last year at 52 oblast enterprises. 


Losses of work time continue due to lengthy stoppages of 
enterprises. While in 1993 on average 20-28 enterprises 
a month had production stoppages, in June of this year 
this figure was 72, including four enterprises that com- 
pletely idled their production facilities for more than one 
shift. Over the first half of 1993, 3 million man-days of 
work time were lost (19.3 percent of the payroll-based 
scheduled time of enterprises where stoppages occurred). 


Enterprises in machine building and metalworking, the 
chemical and light industries, and ferrous metallurgy 
account for a considerable share of losses. 


More than 40 percent of stoppages are caused by diffi- 
culties in product distribution because of insolvency of 
consumers and reduced demand for the product, and 
32.9 percent—by the shortage of material resources. 


THE AGRO-INDUSTRIAL COMPLEX. Social and 
structural transformations, land redistribution, and its 
privatization have been taking place in agriculture 
within the framework of the agrarian reform. 


Enterprises with collective and collective-shareholder 
form of ownership—joint-stock societies, partnerships, 
agricultural cooperatives, and auxiliary farms of enter- 
prises and organizations—now represent the prevailing 
organizational-legal form of economic activities. Agri- 
cultural enterprises owned by the state account for 6 
percent of agricultural land. 
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As of the beginning of July, 6,300 peasant (private) farms 
were registered. They were allocated 362,500 hectares of 
land—57.4 hectares per farm on average. The movement 
toward private farming reached the greatest dimensions 
in Ordunskiy, Toguchinskiy, Kochenevskiy, and Suzun- 
skiy Rayons. Over two and a half years for a variety of 
reasons, 818 peasant (private) farms ceased operations. 


Allocation of land for collective orchards and vegetable 
gardens continued. About 8,000 families received plots 
in collective orchards with the total area of 853 hectares, 
and 144,600 families—10,400 in collective vegetable 
gardens, respectively. 


The area planted with this year’s crops in all categories of 
farms (kolkhozes, sovkhozes, associations of peasant 
farms, population’s personal auxiliary plots, and collec- 
tive orchards and vegetable gardens) amounted to 3.1 
million hectares, which is 217,000 hectares less than in 
1993. 


Spring and winter grain crops occupy 1.889 million 
hectares. Planting of millet and buckwheat was reduced 
by more than half as compared to the preceding year, 
barley—by 20 percent, and pulse crops—by 8 percent. 


Potatoes were planted on 59,600 hectares and vegeta- 
bles—on 8,800 hectares. Redistribution of areas planted 
with these crops in favor of the population’s individual 
plots continued. With respect to potatoes, agricultural 
enterprises comprised 6.1 percent, and vegetables—18.7 
percent (for reference: in 1993, respectively, 9.6 percent 
and 23 percent). 


Agricultural producers experience shortages of har- 
vesting equipment, oils and lubricants, and spare parts. 
By the beginning of July, 48 percent of grain-harvesting 
and 51 percent of fodder-harvesting combines, 30 per- 
cent of tractor-drawn mowers, and 43 percent of wind- 
rowers were not operational. 


Difficult situation continues in animal husbandry—the 
herd of livestock and poultry is shrinking, production 
and productivity decline, cattle mortality and loss are 
increasing. 


The volume of the output of animal husbandry products 
and livestock and poultry productivity (at farms of 
collective and collective-business forms of ownership) 
were as follows: 
































First half-year of 

1993 1994 
Sales of livestock and poultry for slaughter (in 76.3 60.1 
live weight), thousand tonnes 
Gross yield of milk, thousand tonnes 449.1 356.0 
Milk yield per cow, kg 1,085 948 
Hen’s eggs produced, million units 244.9 259.8 
Average yield per one egg-lay ng hen, units 115 112 
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The horned cattle herd decreased as compared to the 
beginning of July 1993 by 9 percent, including that of 
cows—by 7 percent; of swine—by 14 percent, sheep—by 
31 percent, and poultry—by 3 percent. The greatest 
decline in the livestock herd occurred at the farms of 
Vengerovskiy, Kuybyshevskiy, Bolotninskiy, and 
Moshkovskiy Rayons. 


Procurement of livestock and cattle declined by 20,600 
tonnes (32 percent), and milk—by 105,700 tonnes (30 
percent). Sales of wool to procurement organizations 
from all categories of farms dropped off by more than 
half. As compared to January-June 1993, procurement 
of eggs increased by 9 percent. Procurement from 
peasant (private) farms amounted to 43 tonnes of live- 
stock (in live weight) and 25 tonnes of milk. 


In the first half of the year, 2,400 tonnes of greenhouse 
and early vegetables were shipped to procurement orga- 
nizations. This is 14.3 percent less than over the corre- 
sponding period of last year. 


Bypassing the state procurement network, agricultural 
enterprises sold 13,600 tonnes of livestock and poultry 
(in livestock’s live weight), 10,200 tonnes of milk, and 
15.5 million eggs. The main sales channels are farmers 
markets, enterprises’ own stores, and public catering. 


CAPITAL CONSTRUCTION. In the first half-year, 
enterprises of all forms of ownership utilized R335.2 
billion of capital investment (61 percent as compared to 
the level of the corresponding period of last year). 


Enterprises’ Own money remain the main source of 
financing for capital construction (more than 50 percent 
of all capital investment). Centralized funds financed 
out of the republic budget account for 14 percent, money 
from local budgets—15.4 percent, investment funds— 
13.6 percent, and preferential credits—0.9 percent. 


State enterprises and organizations account for the 
greatest share of utilized capital investment (60 percent), 
followed by joint-stock societies (38 percent). 


Construction of production facilities accounted for 
R188.8 billion of utilized means, or 56 percent of all 
capital investment. Development of transportation and 
communications accounts for the greatest share of pro- 
duction sector investment (37 percent), followed by the 
fuels and energy complex (20.4 percent), the agro- 
industrial complex (15.8 percent), and defense sector 
(8.6 percent). 


Construction of a number of facilities included in state 
investment programs is currently under way on the 
oblast territory. 


The directorate for technical development and produc- 
tion was planning to put into operation in the second 
quarter of this year a social and cultural development 
plant for low-rise construction from cellular concrete 
produced on imported equipment, with the capacity of 
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178,000 cubic meters of cellular concrete a year. Con- 
struction is being done mainly with personal financing; 
since the beginning of the year, R6.8 billion were utilized 
(53 percent of the amount envisaged for the year). 


The Rybkhoz production association is building an 
incubation facility with the capacity of 100 million fish 
larvae a year. In the current year, R137 million of federal 
budget money were utilized (7 percent of the amount 
budgeted for the year). The start of operations for this 
facility is set for the fourth quarter of 1995. 


In the agro-industrial complex, R41.3 billion of capital 
investment from all sources of financing have been 
utilized, which is 60 percent less that over the corre- 
sponding period of last year. 


The following facilities have been put in operation in the 
agro-industrial complex sectors: facilities for indoor 
keeping of horned cattle for 300 accommodations (3 
percent of the volume envisaged for the year); grain and 
seed storage facilities for 2,000 tonnes of simultaneous 
storage (11 percent); potato, vegetable, and fruit storage 
facilities for 40 tonnes of simultaneous storage (17 
percent); intrafarm hardtop roads 9.5 km in length (27 
percent). 


AOZT [closely held joint-stock society] Malokrasnoyar- 
skoye in Kyshtovskiy Rayon put into operation a bread- 
baking plant with the capacity of one tonne of bread and 
bakery items per shift, and AOZT Obskoye in Novosibir- 
skiy Rayon—a facility for production of 0.5 tonne of 
whole-milk products per shift. 


The volume of nonproduction construction continues to 
decline. In the first half-year, about 2,000 apartments 
with the total living area of 116,500 square meters were 
built with all sources of financing, or 77 percent of the 
level of the corresponding period of last year. 


The bulk of housing construction is done by publicly 
held joint-stock societies; they built 47,500 square 
meters of the total living space in residential housing (41 
percent of all housing built). State enterprises and orga- 
nizations account for 37 percent of the total, housing 
construction cooperatives—10 percent, and individual 
construction—8 percent. 


Over January-June, the following were put in operation: 
by AOZT Pobeda—a kindergarten for | 40 accommoda- 
tions in settlement Kargopolovo of Suzunskiy Rayon; by 
AOZT Sibir—a club with seating for 100 in the settle- 
ment Krasnyy Khutor in Krasnozerskiy Rayon; by GP 
[state enterprise] Novosibirskoblstroyzakazchik—an 
outpatient clinic for 600 visits per shift in workers 
settlement Maslyanino. 


All construction organizations performed R331.3 billion 
worth of contract work by their own resources; as com- 
pared to the corresponding period of last year, the 
volume declined by 34 percent. 
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TRANSPORTATION AND COMMUNICATIONS. In 
the environment of production decline and continuing 
price rises, the volume of freight shipping by common 
carrier has been declining steadily. Over six months of 
1994, it declined by 6.9 million tonnes, or by 33.8 
percent; the freight traffic declined by 44.2 percent. 


At the West Siberia Railroad, the volume of freight 
shipped declined by 24.1 percent and freight traffic—by 
31.2 percent. 


A considerable rise in freight rates necessitated by a 
sharp increase in the cost of fuel forced many consumers 
to forgo the services of automotive common carriers. As 
a result, the volume of cargo moved by this type of 
transport fell off by 4.2 million tonnes, or 47.8 percent as 
compared to six months of last year; the freight traffic 
fell off by 47.4 percent. 


This is a peak time for freight shipping by water; water 
transport moved 3.1 million tonnes of freight, which is 
28.4 percent less than last year; cargo is moved over 
shorter distances, which reduced the freight traffic by 
almost 62 percent. 


The situation in public transportation for the population 
remains difficult. Passenger departures in civil aviation 
airports fell off by 35.8 percent, and in rail transporta- 
tion—by 16 percent. The passenger volume increased 
only in automotive transport—by 6 percent; passenger 
traffic increased by 4.9 percent. However, the operation 
of automotive transportation—especially urban—is not 
improving. Runs in urban transportation were per- 
formed on schedule 94.5 percent of the time (98.2 
percent in May); with respect to suburban buses, this 
indicator measured 76.8 percent (80.7 percent), and city 
buses—81.1 percent (88.3 percent). 


Over January-June, communications enterprises earned 
R52.7 billion, including 10.9 percent from services pro- 
vided for the population. 


Privatization 


As of the beginning of July, 1,436 enterprises and orga- 
nizations were privatized, of them 300 in the current 
year. Of the total number of the entities privatized over 
six months of the current year, 73 percent were trans- 
ferred into private ownership through full or partial 
conversion into joint-stock holding. 


The bulk of joint-stock societies (95 percent) is com- 
prised of state-owned entities. 


Over the half-year, 83 industrial enterprises (27.7 per- 
cent), 56 construction organizations (18 percent), 32 
transportation and communications enterprises (10.7 
percent), and 37 wholesale and retail trade enterprises 
(12.3 percent) were privatized. 


Privatization brought in R19.5 billion in revenue, 
including R6.6 billion this year. The bulk of the current 
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year revenue came from privatization of federal property 
(58.1 percent), and 34.1 percent—from privatization of 
municipal property. 


On the total revenue, R3.6 billion worth was received in 
the form of privatization vouchers. 


Of the proceeds from selling the property of privatized 
enterprises, R10 billion were already received, of them 
R3.1 billion for the first half of the current year; 38 
percent of it went into the local budget. 


Finances and Prices 


ENTERPRISE FINANCES. By preliminary estimates, 
over January-June oblast enterprises and organizations 
earned about R370 billion in profit. More than 77 
percent of the profit was earned in industry. As com- 
pared to the corresponding period of last year, the 
volume of profits increased 3.5-fold, while prices for 
industrial output rose eightfold. 


Despite increased profits, the enterprises’ financial situ- 
ation remains difficult. As of the beginning of June, 
unprofitable enterprises comprised 34 percent of their 
total number, as compared to 17 percent as of the 
corresponding date last year. The greatest proportional 
share of unprofitable enterprises were in geological pros- 
pecting (83 percent), housing and municipal services (57 
percent), communications (51 percent), and consumer 
services (43 percent). 


The unsettled state of mutual clearing in the economy 
remains an exacerbating factor in the financial situation 
of enterprises and organizations. 


Total accounts payable at enterprises in industry, con- 
struction, transportation, and agriculture as of the begin- 
ning of June amounted to R1,093 billion, including 
R370.1 billion, or 33.8 percent, in past due debt. 


Of the total amount of past due accounts payable in these 
sectors, past due debt to suppliers comprises R215 
billion, or 58.2 percent. Industrial enterprises account 
for almost 66 percent of past due debt (nonpayment) to 
suppliers. 


Accounts receivable as of the beginning of June 
amounted to R889 billion, of which R307 billion, or 34.5 
percent, were past due. More than 92 percent of past due 
accounts receivable consisted of past due accounts 
receivable for products shipped, work performed, and 
services rendered (R284.1 billion). Of the total amount 
of past due account receivable due from consumers, 
industrial enterprises account for R192 billion (67.5 
percent). 


Because of the considerable volume of accounts receiv- 
able due, the volume of money coming to enterprises and 
organizations’ operating accounts is insufficient to pay 
wages to enterprises employees in a timely manner. The 
back pay accumulated in labor remuneration and other 
monetary pay-outs to employees of industrial enterprises 
and organizations, construction, and agriculture 
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amounted in the beginning of June to R40 billion and 
increased over May 1.2-fold. 


The amount of back pay owed in May of this year 
exceeded the total amount of current payroll: in industry 
and construction—by 31 percent, and in agriculture—by 
29 percent. 


The greatest amount of back pay was owed by enterprises 
and organizations in Zayeltsovskiy, Dzerzhinskiy, and 
Oktyabrskiy Rayons of the city of Novosibirsk. 


Payroll dates are not observed at one in three enterprises 
in industry and construction, and one in two in agricul- 
ture. 


INDICES OF PRICES AND RATES. Consumer prices 
for goods and services in the first half of the current year 
rose as compared to December 1993 1.8-fold, including 
for foodstuffs—1.6-fold, nonfood items—1.5-fold, and 
services for the population—5.7-fold. 


Over the elapsed period (with the exception of January), 
the growth rate of the consumer price index remained 
steadily low. In February the increase measured 100.1 
percent, in March—104.8 percent, in April—104.5 
percent, in May—105.7 percent, and in June—105.7 
percent. 


Prices and rates for for-fee services for the population 
rose at a faster rate. The sharpest jump was registered in 
January—410.4 percent, which is due to a 32.8-fold 
increase in fees for housing and municipal services, of 
which fees for housing services increased 152.4-fold. 
Over January-June, rates for communication services 
and services of cultural establishments more than tri- 
pled; the cost of stay in sanitarium and resorts, as well as 
health care services almost tripled; and fees charged by 
physical culture and sports establishments doubled. 


Among foodstuffs, prices rose the most with respect to 
vegetables and fruit (not counting seasonal items)— 
threefold; among alcoholic beverages, prices for beer 
increased 2.9-fold; prices for soft drinks increased 2.2- 
fold, and prices for cheese doubled. Sugar prices declined 
somewhat in January-April (on average by 2.4 percent), 
but since May its price began to rise again. Prices for 
milk products declined since March, on average by 6 
percent. 


The greatest rises in prices for nonfood items was regis- 
tered with respect to medicines—2.6-fold as compared 
to December of last year, including those for ascorbic 
acid—5.8-fold, and validol—4.4-fold. Print publications 
increased in price 2.3-fold, and matches—2.2-fold. 


Wholesale prices in industry as a whole in monitored 
sectors increased by 70.5 percent over the first half of the 
current year, As compared to December 1993, wholesale 
prices increased significantly in the construction mate- 
rials industry (2.5-fold). Among the light industry sec- 
tors, prices in footwear industry increased 2.4-fold, and 
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in full and felt industry—2.2-fold. Wholesale prices 
continue to decline in the milk and butter and cheese- 
making industry. 


The Consumer Market 


In the consumer market, entrepreneurship continues to 
gain momentum. Inventories of goods are being replen- 
ished through commercial activities and middleman 
structures. The supply of goods increased; a rather stable 
assortment of imported goods is available. At the same 
time, supply is being formed in the environment of a 
continuing decline in the output of main categories of 
products, which negatively affects retail prices for goods 
and services, and the purchasing capacity of the bulk of 
the population. 


Retail sales of officially registered trade organizations 
amounted to R691 billion—5.3 times more than over the 
first half of the preceding year. 


In the physical volume of commodities, the population 
purchased in trade and public catering 10 percent less 
than in the corresponding period of last year. 


State enterprises accounted for 40.5 percent of the trade 
sales; nonstate enterprises’ share comprised 46.2 per- 
cent, and consumer cooperatives’—13.3 percent. 


As compared to the state sector, the private sector is 
developing more dynamically and has a higher efficiency 
in moving the inventories. 


The results of surveys conducted show that the popula- 
tion gives higher marks to the quality of service in the 
private trade sector than at state trade enterprises. 


Foodstuffs comprised 56.1 percent of retail sales (for 
reference: In January-June of 1993—55.1 percent). 


The volume of meat products, fish, butter, vegetable oil. 
margarine, cheese, eggs, sugar, confectionery items, 
cotton and woolen fabrics, clothing and underwear, 
knitwear, hosiery, leather footwear, household and facial 
soap, radio receivers, and refrigerators sold by trade 
enterprises to the population declined as compared to 
that a year ago. 


There was an increase in the sales of herring, silk fabrics, 
and television sets. 


The value of for-fee services rendered to the population 
amounted to R183.3 billion; in physical volume, this 
constituted a 31.8 percent decline, as compared to the 
corresponding period of last year. Consumer services for 
the population declined by 52.6 percent. They com- 
prised 8.2 percent of the total volume of for-fee services 
for the population as compared to 16 in January-June of 
last year. 


For-fee services rendered to the population by nonstate 
enterprises comprised 19.4 percent of the total volume, 
and consumer services—43.1 percent. 
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Standard of Living and the Population’s Income 


POPULATION’S INCOME AND EXPENDITURES. 
Monetary income of the population over the first half of 
the current year amounted to R1.263 trillion (R75,480 
per capita a month on average) and increased fivefold as 
compared to the corresponding period of last year. 


According to the data of the selective survey of families, 
about one-quarter of the oblast population had the 
average per capita income of less than the sustenance 
minimum. Since the beginning of the year, it increased 
by 28 percent and amounted in the beginning of July to 
R65,856. 


In the structure of family income, earnings from employ- 
ment comprise 79 percent, pensions—6 percent, various 
allowances and compensations—4 percent, and proceeds 
from selling real estate, livestock and poultry, and agri- 
cultural products—about 4 percent. 


The main source of the monetary income for most of the 
population are wages. The average monthly wage of 
those employed in the economy is R163,000, which is a 
fivefold increase as compared to the corresponding 
period of last year. The highest wages were registered in 
transportation organizations (R260,300), communica- 
tions (R254,200), credit and finances (R281,300), and 
administration (R241,100), and the lowest—in agricul- 
ture (R78,000). 


This year monetary expenditures of the population con- 
tinuously exceeded their income; cash is being taken out 
of circulation. In the structure of expenditures, food 
expenses comprise 38 percent, purchases of nonfood 
items—29 percent, 10.5 percent goes to pay for personal 
services, and 10 percent—for taxes and other mandatory 
payments. 


SOCIAL PROTECTION OF THE POPULATION. 
Since the beginning of the year, the administration for 
social protection of the population provided assistance 
to 122,600 needy persons in the amount of R885.7 
million. It included hot meals, food parcels, financial 
and in kind assistance, and loans. 


Compensatory payments to victims of repressions 
amounted to R285 million, to participants in the liqui- 
dation of the Chernoby! nuclear power station catastro- 
phe—R38 million, and child care allowances—R4.653 
billion. 


The administration provides at-home services for 13,000 
single and elderly persons through its home services 
department. 


Vouchers for medical treatment and recreation of pen- 
sioners, mainly invalids and participants in the Great 
Patriotic War, were purchased with the money allocated 
by the oblast budget and the pension fund. 


An oblast rehabilitation center for handicapped children 
and teenagers, and a center for medical-social and psy- 
chological aid to families and children were opened. 
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In the second quarter, 53 percent of approved appropri- 
ations in the local budget were used up to finance 
measures of social protection of the population. 


THE DEMOGRAPHIC SITUATION. Economic insta- 
bility and other factors have a negative effect on the 
demographic situation. 


Over January-May, 10,100 babies were born in the 
oblast, which is 4 percent less that over the corre- 
sponding period of 1993. The population mortality is 
growing at an anticipatory rate. The number of deaths 
over this period increased by 20 percent and numbered 
19,000. The oblast population decreased over five 
months by 8,900 persons through natural loss. Of the 30 
rayons and seven cities subordinated directly to the 
oblast, the natural growth of the population was sus- 
tained only in Ust-Tarkskiy Rayon (in 1993 there were 
four such rayons—Tatarskiy, Severnyy, Ust-Tarkskiy, 
and Chistoozernyy). In the city of Novosibirsk, the 
number of deaths exceeded the number of births by more 
than a factor of two, and in Zheleznodorozhnyy 
Rayon—by a factor of three. 


The main causes of the population mortality remain 
diseases of the circulatory system (52 percent). There has 
been a considerable increase in the number of deaths 
from tuberculosis of respiratory organs (by 21 percent). 
The number of deaths from unnatural causes increased 
by 28 percent and numbered 2,900. At the same time, in 
the structure of deaths from unnatural causes, incidents 
of poisoning and trauma shifted to the second place. 


On the total number of those who died of accidents, 
poisonings, and traumas, 47 percent are those who died 
as a result of suicide, murder, and accidental alcohol 
poisoning. As compared to the corresponding period of 
last year, the number of suicides increased by 23 percent, 
murders—by 25 percent, and accidental alcohol poison- 
ings—by 63 percent. 


The oblast population is growing because of migratory 
movements. Over five months of the current year, it 
increased by 5,600 persons through migration. Half of 
them are refugees and forced resettlers. An over- 
whelming majority (79 percent) are refugees and forced 
resettlers from Kazakhstan, Kyrgyzstan, and 
Uzbekistan. 


EMPLOYMENT. The number of persons employed in 
the oblast economy at reporting enterprises numbered 
981,600, of whom 67.8 are engaged in material produc- 
tion and 32.2 are employed in the nonproduction sphere. 
As compared to the corresponding period of last year, 
the number of employed declined by 7.4 percent, 
including in industry—by 14.9 percent, construction— 
by 10.9 percent, and science and science-related ser- 
vices—by 24.2 percent. There is a steady growth in 
employment in financial and banking organs and admin- 
istration. There were no sharp intersectoral shifts over 
January-June. 
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The state sector remains the main employer (59 percent). 
Enterprises and organizations of private form of owner- 
ship employ 24 percent of all employed, enterprise in 
municipal ownership—6 percent, and of mixed form of 
ownership—1!0 percent. 


In addition, more than 80,000 persons are engaged in the 
small business sphere, 14,400—in peasant (private) 
farms, 1,900—at joint enterprises, and 133,000 work at 
personal auxiliary plots, keep house, or do not work. 


Employment service organs have 26,900 persons regis- 
tered with them and looking for work. The status of 
unemployment was granted to 20,000. Enterprises’ 
requests indicate 6,388 job vacancies they wish to fill. 
Women comprise 73 percent of the unemployed; 31.5 
percent are young people between the ages of 16 and 29. 
The number of officially registered unemployed 
increased since the beginning of the year by 38 percent. 
The official unemployment data reflect only partially the 
extent of forced idleness of the population. A consider- 
able number of unemployed persons do not register with 
the employment service and deal with their employment 
problem on their own. Some are less than fully 
employed. About 45 percent of workers in industry work 
less than full time or are on unpaid or partially paid leave 
at the administration’s initiative. 


HOUSING. The oblast housing fund has reached 42 
million square meters—1!5 square meter per resident on 
average, including 10 square meters of living area (with 
the existing norm of 12 square meters of living area per 
person). 


The process of housing privatization continues. Over the 
first half-year, 27,400 apartments were privatized (3.6 
percent of the total number). As compared to the first 
half of last year, the number of privatized apartments 
decreased by a factor of 3.8. 


CRIME. According to the internal affairs administra- 
tion’s data, 37,600 crimes were registered over six 
months of this year, including crimes against individuals 
(murder, grave bodily harm, rape}—1,300 (4 percent); 
against state and public property—3,600 (10 percent); 
against private and personal property—22,400 (59 per- 
cent). Theft of state, public, and personal property of 
citizens remains the most common type of crime. 
The crime rate was 14 registered crimes per 1,000 of 
population. 


Criminal charges were brought against 16,500 persons. 


Maritime Kray Border Negotiations Continue 


944F1161A Vladivostok VLADIVOSTOK in Russian 
3 Aug 94 p 3 


[Article by Marina Yashchina: “It Is Easy To ‘Draw’ the 
Borders From Moscow”’} 


FBIS-USR-94-088 
15 August 1994 


[Text] The fifth session of the Russian-Chinese Demarca- 
tion Commission, which lasted for 10 days, did not accom- 
plish anything. 


As in past sessions, the discussion was about the Mari- 
time Kray territories which were to go to China in 
accordance with an agreement between the USSR and 
the PRC signed in May 1991. While the decisions were 
being made in the “high” offices, everything was clear in 
the center. But the matter has reached the point of a 
“live” cut of land, and problems have arisen which the 
commission should resolve. 


To the credit of the Maritime Kray authorities, repre- 
sented on the commission by Vladimir Stegniy, deputy 
head of the kray’s administration for foreign economic 
affairs, they stood firm to the end, making a stand for 
every inch of their native land. And we have quite a few 
“disputed” areas: 120 hectares in Khankayskiy Rayon, 
960 hectares in Ussuriyskiy Rayon, and 330 hectares in 
Khasanskiy Rayon. 


Every possible argument was used: the ecological conse- 
quences of shifting the border, the presence of burial 
places on the land in dispute, and the purely human 
aspects, the attachment of people to these places. In 
some questions, we simply achieved a year’s postpone- 
ment of a final decision so that cogent arguments in 
Primorye’s favor could be found in the additional time... 
As a result, the session did not achieve anything specific. 


It would be an exaggeration to say that a decision by the 
demarcation commission was postponed again only 
because of our authorities’ arguments. A letter from the 
State Duma Committee on Federation and Regional 
Policy Matters sent to Minister of Foreign Affairs 
Andrey Kozyrev, which asked that demarcation of the 
Russian-Chinese border be suspended until the matter is 
examined in the Federation Council, helped as well. 
Representatives of this committee visited the kray 
recently and they are familiar with the situation on the 
border. 


But it is premature to speak about victory (especially 
after Boris Yeltsin, speaking in Beijing, confirmed Rus- 
sia’s adherence to the 1991 border agreement). However, 
the delay in a decision gives us a chance: to bring about 
the Russian legislature’s return to this agreement and its 
review of the Russian-Chinese border demarcation, 
taking the interests of Primorye, as a component of the 
Federation, into account. 


It will not be simple to bring this about: to tell the truth, 
the borders are “drawn” correctly on paper, you know. 
But in Moscow, in the center of boundless Russia, it is 
easy to “draw”’ the borders. But here, in the neighbor- 
hood itself, it is our measure of Russian land and our 
justice. We do not know who will win. But the current 
Primorskiy Kray authorities do not want to take the 
blame and they are continuing to fight for every inch of 
land. 
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Maritime Kray Six Month Economic Figures [Text] The half-year results indicate that the state of the 
944F1126A Vladivostok KRASNOYE ZNAMYA economy remains critical. The difficult situation in the 
in Russian 27 Jul 94 pp 2-3 kray economy does not permit us to forecast overcoming 


the economic decline in the near future. 


[Report by Maritime Kray statistics administration: | The most important economic and social indicators 
“Economic Decline Continues: Maritime Kray Socio- characterizing the overall results of the kray’s economy 











































































































economic Situation in the First Half of 1994”] are shown in the table: 
First half-year in current First half of 1994 as per- For reference: First half of 
prices, R billion cent of first half of 1993 1993 as percent of first 
half of 1992 

Economic indicators 
Industrial output 1,347.1 73.0 82.7 
Production of consumer goods 789.0 73.5 93.5 
including: 
foodstuffs 660.1 81.1 96.4 
nonfood items 88.8 56.1 86.6 
alcoholic beverages 40.1 39.1 112.7 
Capital investment from all sources of financing (cur- 382.3 51.5 62.0 
rent cost) 
Completed housing construction from all sources of 107.5 75.3 113.6 
financing, thousand square meters of total area 
Output of animal husbandry products (thousand tonnes): 
meat (in live weight) 13.3 86.1 83.7 
milk 60.5 79.2 85.7 
eggs—million units 157.6 95.2 73.5 
Freight (shipping) of cargo by common carrier—million 17.7 77.4 71.3 
tonnes 
Exports—million U.S. dollars 224.0 122.1 136.4 
Imports—million U.S. dollars 80.2 76.8 59.4 
Profit (estimated) 300.0 120.0 19-fold 
Retail sales, including public catering x) 1,274.6 81.7 94.4 
For-fee services 161.5 42.0 75.0 
Taxes and transfer into the budget (tax service data) 876.0 4.4-fold x 
Emission 373.2 7.8-foid 11.2-fold 
x) taking into account expert estimates of sales volume of nonorganized imports and sales by individuals 
Social indicators 

‘nemployment as of | July 1994—persons 11,997 1.8-fold 4.9-fold 

opulation with income below subsistence level in 914.0 x x 
‘une—thousand persons 
as a percentage of total population 39.9 x x 
Averate per capita monetary 137.7 6.3-fold 11.3-fold income—R 

thousand 

Average monthly income per worker (June}—R thou- 363.0 4.9-fold 7.2-fold 
sand xx) 
Consolidated consumer price index, excluding nonne- 174.0 5.3-fold 10.4-fold 
cessities, as a percentage of December xx) 
Natural population loss—thousand persons -4.8 113.8 
Crime—thousand crimes 36.3 94.8 109.7 














xx) June to June 
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Finances 


Over the first half of 1994 the kray economy (excluding 
agriculture, state insurance, consumer cooperatives 
union, and small enterprises) earned an estimated R300 
billion in profits, which is 20 percent more as compared 
to the first half of last year. More than 50 percent of all 
profit was produced in industry. 


Price rises continued to devalue enterprise income; 35 
percent of them operated at a loss. The bulk of unprofit- 
able enterprises (between 40 and 60 percent) were in 
nonproduction sphere sectors: housing and municipal ser- 
vices, consumer services, publishing and printing; among 
production sectors they were found mostly in repair and 
construction organizations, trade, and public catering. 


Enterprise debts considerably reduce enterprise profits. 
As of | June of 1994, past due indebtedness to suppliers 
for goods, work, and services at industrial, construction, 
transportation, and agricultural enterprises amounted to 
R337.7 billion—a 2.6-fold increase since the beginning 
of the year. 


At the same time, the volume of consumers’ past due debt 
to suppliers in current sales prices amounted to R449 
billion (57 percent of total consumer indebtedness). 


The greatest share of past due consumer debt was 
registered in electric power generation (98.3 percent), 
nonferrous metallurgy (97.8 percent), and the petro- 
chemical (96.8 percent), glass, porcelain, and stoneware 
(91 percent), food processing (66.8 percent), and textile 
(88.2 percent) industries. 


The shortage of financial resources at enterprises is cov- 
ered to a considerable extent by bank credits; the total debt 
on bank credit and loans as of | June amounted to R221.6 
billion, including R15.1 in past due debt. 


The considerable volume of nonpayments affects the 
financial stability of enterprises and organizations and 
their solvency. Solvency is low at enterprises in the fuel, 
light, and fodder-making industries, and agriculture. 


The chain of mutual nonpayments has led to an acute 
shortage of untied cash. Past due back pay owed by 
enterprises and organizations in industry, construction, 
and agriculture amounted to R53.4 billion over the half 
year. 


According to the finance administration’s data, the kray 
budget ended the January-May period of the current year 
with a R181.5 billion deficit. 


The greatest proportion of budget revenue is comprised 
of taxes on profit—35.7 percent (47.1 percent in the first 
half of 1993). The increased revenue from this tax is 
inainly the result of the total increase in nominal profit. 


The decline in revenue from value-added tax [VAT] in 
January-May of the current year as compared to the 
corresponding period of last year—from 32.2 percent to 
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24.5 percent—is due to the reduction of the VAT rate on 
1 January 1994 from 28 percent to 20 percent, and to 10 
percent on foodstuffs. 


The main area requiring financing was the economy—49 
percent of all expenditures, and sociocultural mea- 
sures—36 percent. 


Of the total amount of means envisaged in the budget for 
financing the economy, substantial assistance was pro- 
vided to enterprises in the housing and municipal ser- 
vices sector—39./7 percent, transportation—6.5 percent, 
and agriculture—6.2 percent. 


According to Central Bank data, credit investment in the 
kray economy amounted as of | July to R858.8 billion 
and increased since the beginning of the year by 66 
percent. Long-term loans comprise less than 1.6 percent 
of total credit investment. Commercial banks do not 
issue long-term loans to enterprises because of insuffi- 
cient funds in their operating accounts. 


According to tax inspectorate data, as of 1 July 1994 
more than R876 billion was collected in taxes and other 
compulsory payments, of which R318 billion went into 
the federal budget and R558 billion into the local budget. 


The main sources of income remain value-added tax— 
25 percent of total revenue, tax on profit—38 percent, 
and individual income tax—16 percent. 


Privatization 


The voucher phase of privatizing state and municipal 
enterprises on the territory of the Russian Federation is 
complete. 


As of | July 1994, 137 enterprises sub:nitted applica- 
tions for privatization, of which 88.3 percent are munic- 
ipal property, 6.6 percent property of Federation com- 
ponents, and 5.1 percent federal property. The toval 
value of the property is R5.1 billion, and these ente’- 
prises employ about 7,000 persons. 


In practical terms, 156 enterprises have been privatized, 
since the beginning of privatization—!,077. 


Conversion to joint-stock ownership was the privatiza- 
tion option chosen by 10 percent of enterprises with a 
charter capital of R171.6 million. In converting to joint- 
stock ownership, most frequently chosen was the second 
option of preferences, which allowed the labor collective 
to own the controlling share of stock. More than 86 
percent of joint-stock companies chose this option. 


The total value of enterprises privatized in January-June 
of 1994 amounted to R16.2 billion. 


Proceeds from enterprise privatization in January-June 
amounted to R13.7 billion, including money received 
from enterprises privatized in 1993. Of these proceeds, 
68.8 percent went into the local budget, 19.3 percent— 
into the federal budget. State organs carrying out priva- 
tization received 11.9 percent. 
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Price Deconirol 


The consumer price index, which characterizes inflation 
dynamics, measured 170.6 percent over the half-year in 
relation to last December. This is the lowest value over 
the past two years. This is considering that during the 
first two weeks of the current year the inflation rate was 
very high (5-7 percent a week); later it declined steadily, 
and amounted to 1.4 percent in June. 


Price increases were held back by insufficient solvent 
demand on the part of the population. The strained 
financial condition of enterprises resulted in an increase 
in past due back pay, which in turn led to a drop in 
demand in the consumer market. 


Price rises, which affected all groups of foodstuffs, were 
fueled first and foremost by rising prices on basic neces- 
sities: cereals, milk products, cheese (by a factor of two to 
2.4 as compared to last December), bread, bakery items, 
and vegetables (1.8-fold). 


Since the beginning of the year prices rose the most with 
respect to medicines—3.5-fold. Prices for school supplies, 
publications, fabrics, household chemicals, tableware, and 
household items increased by a factor of 2.5 to three. 


Despite the already high prices for high-cost durable 
goods (television sets, rugs, refrigerators, furniture), 
which made them affordable only for high-income 
groups of the population, their prices went up by a factor 
of 1.5 to two or more. 


Substantial increases in the cost of for-fee services for the 
population are a major contributing factor to the infla- 
tionary process. Their cost increased at a rate twice that 
for goods. Since the beginning of the year their cost has 
risen 3.4-fold. 


The greatest increases occurred with respect to apart- 
ment rents (1 7-fold on average), heating (16-fold), water 
and sewer (1 1-fold), and hot water (8.7-fold). 


Fares on intercity and suburban trains increased fivefold 
as compared to December 1992, intercity buses—4. 5-fold, 
and sea and air transportation—twofold or more. 


Prices for consumer services—home appliance repair, 
barber shops, bath houses, and dry cleaning—almost 
tripled. There was a sharp increase—sevenfold—in 
apartment repair rates. 


Since the beginning of the current year wholesale prices 
have risen 1.5 times slower than the corresponding 
period of last year. Wholesale prices for producer goods 
at the surveyed sample of enterprises rose 2.4-fold as 
compared to last December (3.5-fold over January-June 
of 1993). In June of this year prices for coal produced in 
the kray increased |2-fold. This resulted in an overall 
rise in the level of prices in the power generating sector, 
where the rates for electric power produced at thermal 
power stations increased 2.5-fold. 
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Higher expenditures on raw materials and components, 
component units, and parts resulted in higher prices for 
finished production in the woodworking industry (2.3- 
fold), construction materials industry (2.4-fold), and 
chemical industry (1.8-fold). 


Prices in food processing industry more than doubled. 
They rose particularly significantly with respect to 
brewed products (3.8-fold), dairy industry products (2.6- 
fold), and in fish processing industry (2.4-fold). 


The Social Sphere 


Over the half-year the total kray population declined by 
0.2 percent and as of | July numbered 2.228 million. The 
decline was a result of both natural population loss (the 
number of deaths exceeded the number of births by 
4,800) and migration outflow. 


EMPLOYMENT. In the labor and employment sphere a 
redistribution of labor resources is underway. As com- 
pared to the corresponding period of last year, employ- 
ment declined by 10 percent in the production sphere 
and increased by 6 percent in the nonproduction sphere. 


The total labor force in the kray economy numbered 
970,000—a 3 percent decrease as compared to the begin- 
ning of the year. 


In the environment of continuing production decline, 
personnel cutbacks affected to the greatest extent indus- 
trial sectors (by 12.6 percent), agriculture (by 14.7 per- 
cent), construction (by 8.9 percent), and geology and 
prospecting of mineral deposits (by 8 percent). 


At the same time, employment is on the rise in banking 
and insurance (by 11.3 percent), tax organs (by 30 
percent), and legal services (by 5.8 percent). 


One in four employed persons is engaged in the nonstate 
sector of the economy. 


However, intersectoral migration of the labor force is 
preventing the employment situation from settling. 
Enterprises are continuing to temporarily suspend oper- 
ations. Over the next two months the labor force may be 
reduced by 6,200. 


UNEMPLOYMENT. As of | July, 15,500 persons were 
registered with the kray employment services as persons 
not gainfully employed and looking for work. The offi- 
cial status of unemployed was granted to 12,000 persons, 
which is almost 1.8 times more than in December 1993. 
Among them, 78 percent are women. One-third of the 
unemployed are young people aged between 16 and 29. 


The length of the unemployment period is increasing. 
While at the beginning of July 1993 persons who had 
been unemployed for more than a year comprised 2.5 
percent of the total, this year they comprise 8 percent. 


Since the beginning of the year jobs were found for 2,400 
persons, and 400 were processed for early retirement. 
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The number of work-eligible persons looking for work is 
increasing fast, while the need for jobs is declining. 


On average in the kray the ratio of persons looking for 
work to vacancies registered with the employment ser- 
vice is 2.6 (as of | March this ratio was 3.5, and on | 
April—2.9). Requests for labor filed by enterprises 
mainly indicate a need for blue-collar professions (80.5 
percent). 


Reluctance to lay off workers is the main reason why the 
labor market remains stable on the surface despite the 
fact that the number of enterprises suspending opera- 
tions remains significant. 


MONETARY INCOME OF THE POPULATION over 
the first half-year amounted to R1.9486 trillion and 
increased 6.3-fold as compared to the first half of last year. 


June monetary income was nominally 30 percent and 73 
percent higher, respectively, than that of the preceding 
month and last December; after adjusting for price 
increases, it was 23 percent higher than May income and 
almost equal to December income. 


The average income per worker amounted in June to 
R363,000. The sectoral differential in labor remunera- 
tion is increasing. Along with low wages in education, 
culture, health care, and science, labor remuneration is 
also low in agriculture (R213,000). 


The differential in the average income between the highest- 
and lowest-paid workers measured a factor of 12. 


The population spent 61 percent of total income on 
purchasing goods and services (68 percent over the first 
half of last year); taxes and contributions comprised 10.5 
percent (12 percent); and 7.5 (4.8 percent) percent was 
deposited in banks and used to purchase securities. The 
population’s deposits in savings bank institutions 
amounted to R53.1 billion, and in commercial banks— 
R85.2 billion, which is greater, respectively, by a factor 
of 4.2 and 8.2 than that over last year’s half-year. 
Remaining deposits as of | July 1994 in the savings bank 
amounted to R120.9 billion, and in commercial banks— 
R105.5 billion. 
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More than R366 billion (18.8 percent of total income) 
remained in the hands of the population in the form of 
cash. Retention of cash was completely made up for by 
emission, which amounted to R373 billion, which is 7.8 
times greater than over the first half of last year. 


Despite continuous increases in social benefits, there 
remains a considerable population stratum whose mate- 
rial situation may be characterized as poverty. 


In June about 40 percent of the kray population had 
income below the subsistence minimum (R114,200). 


THE CONSUMER MARKET OF GOODS AND SER- 
VICES. The value of consumer goods produced 
amounted to R789 billion in current prices, which is 26.5 
below the level of the corresponding period of last year. 


The volume of foodstuffs production is declining 
steadily. In June it declined by 40 percent as compared 
to the same month last year. There was a considerable 
drop in the output of fish products and canned fish at the 
AO [joint-stock company] VBTRF [Eastern Shore 
Trawler Fishing Fleet] (by 72 percent) and AO Primor- 
rybprom (by 62 percent). 


As compared to January-June of last year, production of 
basic categories of foodstuffs declined as follows: com- 
mercial edible fisli products, sausages, and flour—by 
9-10 percent; whole-milk products, bread, and bakery 
items—by 16 percent; butter and macaroni items—by 30 
percent; vegetable oil—by 51 percent; margarine and 
canned fruit and vegetables—by 61-64 percent. 


In the fish processing industry the volume of production 
of some varieties of edible fish products declined as 
compared to January-June of 1993. For instance, output 
of special cuts of fish fell off by 29 percent; salted fish 
(excluding herring)}—by 83 percent; salted herring—by 
79 percent; and smoked, pickled in brine, and semi- 
prepared fish—by 35 percent. 


There was some improvement in the second quarter with 
respect to production of bread, bakery items, and cereals, 
which is evidenced by an increase in the average daily 
output of these products over the past three months. 


The output of most nonfood items remains very low: 
































Produced in the first half of 1994 As a percentage of the first half of 1993 

Refrigerators, units 21,255 38 
Washing machines, units 11,403 36 
Radio receivers, units 12,858 40 
Household soap, tonnes 1,623 28 
Facial soap, tonnes 898 36 
Knitwear, thousand units 736 58 
Leather footwear, thousand pairs 299 83 
Porcelain and stoneware tableware, thou- 8,674 55 
sand units 

Tables, units 40,232 78 
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This situation is the result of limited demand for the 
products because of high prices and lower quality as 
compared to imports. 


The assortment of consumer goods kray enterprises 
began to produce in the course of conversion proved 
extremely limited. The AO Dalpribor was the only 
enterprise to begin production of thermoses and portable 
radio communications devices. 


SALES OF GOODS TO THE POPULATION through 
all sales channels generated R1.2746 trillion, which is 
five times more in current prices than last year’s volume. 
In terms of physical volume, sales declined by 18.3 
percent. The population’s expenditures on consumer 
goods purchases in nonorganized trade comprised about 
one-third of the total volume of sales. 


The situation in the consumer market at this time is 
characterized by a stable supply. The market saturation 
coefficient remained within the range of 78-81 percent. 
There was a sufficient assortment of sausages, canned 
meat, butter, vegetable oil, confectionery items, and 
other goods available. At the same time, vegetables— 
cabbage, onions, and carrots—were frequently not avail- 
able for sale in many population centers. There were 
interruptions in the availability of meat, cereals, flour, 
and milk products. The population spent R713.7 billion 
on food purchases (56.8 percent of the total sales 
volume), which is 12.6 percent below that of last year. 


With respect to nonfood items, the market saturation 
coefficient over the half-year remained on average at the 
level of 84 percent. At the same time, during this period 
the decline in demand for, and sales of, fabrics, footwear, 
and knitwear ranged between 5 percent and 70 percent. 


The share of the private trade sector (including con- 
sumer cooperatives) comprised 67.5 percent of the total 
volume of retail sales (53 percent in the first half of 
1993), and of the state sector—23.6 percent (46 percent). 


It should be noted that over 1993 and to an even greater 
extent in 1994 a qualitative change occurred in the 
assortment of goods offered by both the state and the 
private trade sector. A survey of stores conducted in 
May-June showed that the goods offered for sale to the 
population are mainly imports from China, Korea, the 
United States, Australia, and New Zealand. The share of 
imports in the assortment is as high as 80-100 percent. 


FOR-FEE SERVICES TO THE POPULATION, including 
those provided by individual labor activities and small 
enterprises, generated revenue of R161.5 billion in current 
prices, which is 6.5 times greater than over the first half of 
last year; in comparable prices, the volume dropped by 58 
percent. Private enterprises accounted for 7 percent of the 
volume of services provided. 


HOUSING. As of the beginning of the year the Maritime 
Kray housing stock comprised 35 million square meters 
of total area, of which 10.5 million (30 percent) were in 
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private ownership, 6.8 million (20 percent) were owned 
by the state, and 15.6 million square meters (44 percent) 
were municipal property. 


This averages 15.3 square meters of total area per kray 
resident—15.5 in urban areas, and 14.3 in rural areas. 


About 510,000 square meters of the kray’s housing stock 
(1.5 percent of the total housing stock) are in decrepit 
structures and structures in need of emergency repairs. 


As of the beginning of 1994, 159,600 families and single 
individuals were on the waiting list for improvement of 
living conditions, 96 percent of them in urban areas and 
more than one-third in the city of Vladivostok. 


In the first half of the year, 28,983 apartments in the kray 
with a total area of 1.31 million square meters were 
privatized. Since the beginning of privatization (in 1989) 
211,900 apartments with total area of 9.525 million 
square meters have been transferred into citizens’ per- 
sonal ownership. 


CRIME. In the first half-year, 36,300 crimes were regis- 
tered, which is 5.2 percent less than over the corre- 
sponding period of 1993; of them, one in five is a grave 
crime. 


The crime rate measured 1,587 crimes per 100,000 
population (as compared to 1,665 in January-June 
1993). A decline in crime was registered in almost half 
the kray’s cities and rayons. At the same time, 30 percent 
more crimes were registered in Ussuriyskiy Rayon than 
over six months of last year; in Anuchinskiy Rayon the 
number of crimes increased 1.5-fold. 


Theft remains the most typical crime. The share of thefts 
in the total number of registered crimes comprised 49 
percent; of them, up to 80 percent are theft of citizens’ 
personal property. 


Crimes against individuals numbered 2,500, including 
404 premeditated murders and attempted murders, and 
789 incidents of premeditated assault. 


Drug and restricted substance-related crimes numbered 
560; there were 33 incidents of theft of weapons, ammu- 
nition, and explosives. 


There were 33 established incidents of bribe-taking, 194 
crimes associated with violation of foreign currency 
operations rules, and seven privatization-related crimes. 


Law enforcement organs identified 18,700 persons who 
have committed crimes; among them, one in six are 
juveniles. One in four committed a crime as part of a 
group, and one in three—in a state of alcoholic intoxica- 
tion. 


The crime-solving rate was 50.6 percent (40.3 percent in 
January-June 1993). 


ENVIRONMENTAL PROTECTION remains a topical 
problem in the kray. Over the first half of 1994 industrial 
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sources discharging 100 or more tonnes a year dis- 
charged into the atmosphere 155,600 tonnes of pollut- 
ants, which is 18,200 tonnes less than last year. 


Despite a certain reduction in discharge of pollutants, 
mainly because of the production decline, 138 enter- 
prises exceeded the maximum allowable discharge into 
the atmosphere; at 63 enterprises the volume of dis- 
charge increased as compared to the corresponding 
period of last year because of the use of lower quality fuel 
by some enterprises. 


The unhealthy ecological situation remains, as in the 
past, in the cities of Vladivostok, Nakhodka, Artem, 
Ussuriysk, and in Pozharskiy Rayon, which account for 
the greatest proportion of discharges. 


In addition, there were 20 registered instances of one- 
time emergency and other dumping of hazardous mate- 
rials into the kray’s water reservoirs (total amount of 
damage—R61.7 million), and eight instances of soil- 
polluting dumping (R17.4 million); 121 enterprises 
exceeded the maximum allowable level of hazardous 
materials dumping into water reservoirs, and 60—of 
soil-polluting dumping. 


For violation of the kray environmental protection leg- 
islation, claims were filed against enterprises for an 
amount of R188.2 million; administrative charges were 
brought against 188 officials and individuals, who were 
fined R13.5 million; criminal charges were brought 
against five persons. 


There were 70 identified instances of violation of wild- 
life protection, 138—of fish resources, and 60—of flora; 
claims in the amount of R42.1 million were filed, of 
which R41.7 million was against enterprises. 


Administrative charges were brought against 284 per- 
sons, who were fined R6.8 million; criminal charges were 
brought against one person. 


Industry 


In the first half of the current year enterprises with state, 
municipal, private, and mixed ownership, which report 
on a monthly basis and account for 95 percent of the 
total volume of industrial production, produced 
R1.3471 trillion worth of output in current prices. 


The physical volume of production declined as 
compared to January-June 1993 by 27 percent. 


Over the period since the beginning of the year, kray 
industrial enterprises shipped R1.2048 trillion worth of 
goods, including R405.5 billion worth outside Russian 
Federation, of which R6.6 billion worth went to CIS 
countries. 


The greatest decline in production occurred in sectors 
producing mainly investment goods and nonfood con- 
sumer goods. 
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In the first half of the year, of the 100 most important 
categories of products produced in the kray, the volume 
of production increased as compared to the corre- 
sponding period of last year only with respect to six. 
Production of the remaining categories of products 
declined. The output of 46 items declined by one-quarter 
or more, among them canned fish and canned fruit and 
vegetables, butter, vegetable oil, meat, margarine, gran- 
ulated sugar, facial and household soap, refrigerators, 
washing machines, lumber, commercial timber, wall 
materials, prefabricated ferroconcrete components and 
parts, and some other. 


The number of enterprises which experienced lengthy 
partial or complete stoppages is gradually declining but 
remains significant. Difficulties in product distribution 
due to insolvency of consumers (44.7 percent of all losses 
or work time), as well as insufficient supply of raw 
materials, parts, fuel, and component units (39.8 per- 
cent) remain the main causes of stoppages. 


The practice of enterprises shifting to a shortened work 
day became common, as did that of sending workers on 
additional unpaid or partially paid leave and laying them 
off. 


Over January-June, 396 workers were laid off due to 
production stoppages, and 70,899 sent on unpaid or 
partially paid leave at the administration’s initiative— 
that is, more than one-third of existing industrial- 
production personnel of kray enterprises. 


In the fuel and power generation complex, the volume of 
industrial production declined as compared to January- 
June of last year by 10.1 percent, and production of the 
most important energy resources—electric power and 
coal—by 11-15 percent. 


At military-industrial complex enterprises production 
declined in the first half of the year by 50.4 percent as 
compared to the analogous period of last year, including 
that of defense items—by 44 percent. At the same time 
the volume of production for civilian use also declined 
(in January-June—by 50.9 percent, including in June— 
by 44.8 percent). 


The share of output for civilian use declined to 56.8 
percent as compared to 70.8 percent in January-June of 
last year. 


In the timber and woodworking industry, the volume of 
production declined over the elapsed period by 35.5 
percent as compared to last year’s level. 


In the construction materials industry, production of the 
most important categories of output as compared to the 
first half of 1993 declined as follows: with respect to 
cement—by 23 percent; wall materials—34 percent; pre- 
fabricated ferroconcrete components and parts—by 41 
percent. 


There was a substantial (almost 53 percent) decline in 
production of panels and other components for frame- 
and-panel construction. 
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In the fish industry, which comprises the greater part of 
the food processing industry (76.6 percent), production 
declined as compared to last year by 15.3 percent, 
including by 10 percent with respect to the output of 
commercial edible fish products, including canned fish. 


In January-June of the current year enterprise of the 
private and mixed form of ownership produced 44.7 
percent of the total volume of output in the kray. 


Agriculture 


Land reform and redistribution of land in the kray 
continue. 


As of 1 July, 5,214 peasant (private) farms were regis- 
tered in the kray with a total land area of 79,900 
hectares, or 15.3 hectares per farm on average. A con- 
siderable number of peasant farms have plots up to 2 
hectares; such farms comprise 40 percent of their total 
number. 


For a variety of reasons, 1,099 peasant farms ceased 
operations, and of them, 29 percent this year. 


Collective orchards with a total area of 22,500 hectares 
were allocated to 225,500 families; collective vegetable 
gardens with a total area of 14,300 hectares, to 137,900 
families. 


The agrarian reform and redistribution of land resulted 
in changes in the structure of goods producers. The area 
sown with agricultural crops for this year’s harvest in the 
kray comprised 615,000 hectares, which is 118,600 hect- 
ares (16 percent) less than a year ago. In the total volume 
of planting, kolkhozes, sovkhozes, and auxiliary farms 
account for 26 percent, farms of the new form—62.4 
percent, personal plots of kolkhoz members, workers, 
and office workers—8.7 percent, and private farms—2.9 
percent. 


According to the estimates of agricultural specialists, 
cutbacks in the planted areas as compared to last year are 
due to shortages of the seed of some crops, insufficient 
supply of fuel and lubricants, disrepair of some equip- 
ment, and the weak financial condition of farms. 


Deliveries of fuels and lubricants declined: diesel fuel— 
by 30 percent, and gasoline—by 31 percent, and 
amounted to 287,100 and 163,100 quintals, respectively. 
This is due to high fuel prices. 


Meat production declined as compared to last year: 
meat—by 14 percent, milk—by 21 percent, and eggs—by 
5 percent, and amounted, respectively, to 13,300 tonnes, 
milk—60,500 tonnes, and eggs—157.6 million units. 


Livestock productivity also declined as compared to last 
year: The average yield per cow—by 8 percent, egg yield 
per laying hen—by 5 percent, and amounted to 822 kg 
and 98 units, respectively. 
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Livestock losses remain high; horned cattle loss 
increased at 115 farms, and that of swine—at 44 farms, 
that is, by 36 percent and 72 percent, respectively. 


Procurement declined as compared to the first half of 
last year: of livestock and poultry—by 20 percent and 
milk—by 22 percent; procurement of eggs increased by 
12 percent, and amounted to 11,300 tonnes of livestock 
and poultry, 49,200 tonnes of milk, and 140.6 million 
units of eggs. 


The annual volume of compulsory deliveries was met to 
the extent of 93 percent, 84 percent, and 94 percent, 
respectively. 


Procurement prices for animal husbandry products con- 
tinue to rise; this year’s June prices for livestock and 
poultry increased fourfold as compared to the analogous 
period of last year, milk—4.1-fold, and eggs—7.5-fold, 
and amounted in kray as a whole on average to R972 per 
kg of live weight of livestock and poultry, R225 per kg of 
milk, and R1,079 per 10 eggs. 


In the total volume of procurement, population’s plots 
account for 2.6 percent of livestock and poultry and 0.5 
percent of milk; private farms—0.4 percent and 0.7 
percent, respectively. In the state procurement of animal 
husbandry products, agricultural enterprises accounted 
for 97 percent ef livestock and poultry, 98.8 percent of 
milk, and 99.9 percent of eggs in the total volume of 
procurement. 


The share of output sold to the state is declining while 
sales through other channels (farmers markets, public 
catering, barter, kiosks, etc.) are increasing. The pace of 
laying-in fodder in the current year is slower than last 
year. 


Capital Construction 


In January-June kray enterprises and organizations of all 
forms of ownership utilized R382.3 billion of capital 
investment and put into operation fixed assets worth 
R69.4 billion. 


The main source of financing for capital construction are 
enterprises’ own means (63 percent of all capital invest- 
ment). Centralized means financed out of the republic 
budget comprise 14.1 percent, local budgets—12.9 per- 
cent, investment funds—7.8 percent, and preferential 
credits—1!.4 percent. 


State enterprises and organizations account for the 
greatest share of utilized capital investment (40.6 per- 
cent); the share of joint-stock companies increased to 
45.7 percent as compared to 34.9 percent in January- 
June of 1993. 


Construction of production facilities used up R194.8 
billion, or 51 percent of all capital investment. The 
greatest share of capital investment in production facil- 
ities goes into developing the fuel and power generation 
complex (25.1 percent), followed by fish processing 
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industry (16.3 percent), and road construction (11.1 
percent). In construction of the most important objects 
envisaged by state investment programs (Ussuriyskiy 
central heat and steam generation station, Primorskaya 
regional electric power station, Pavlovsk coal strip mine, 
Luchegorskiy strip mine, AO Dalpolimetall, Lermont- 
ovsk prospecting and exploitation enterprise, AO 
Khrustalnenskiy Mining and Processing Combine, Bor 
Industrial Association, AO Agrokhimvostokeksport, and 
ATPF [expansion unidentified] Grado), preliminary 
plans for the half-year have been fulfilled to the extent of 
3.4 to 29.8 percent. No work is being done on the Rodina 
Far East Industrial Association. 


In the agro-industrial complex [APK], R71.5 billion of 
capital investment was utilized from all sources of 
financing, which is 2.4 times less than over the corre- 
sponding period last year. Of the total volume of invest- 
ment in the APK, 9.5 percent, or R6.8 billion, came from 
the state budget. 


The process of accumulation of unfinished construction 
continues; over 1993 it increased by an estimated 20-25 
percent. More than two-thirds of this volume are pro- 
duction facilities. 


Of the total volume of capital investment, 1.4 percent, or 
R5.3 billion, was used up over the half-year for environ- 
mental protection, as compared to !|.1 percent over the 
corresponding period of last year. 


As of the end of the first half-year, 1,276 construction 
organizations functioned in the kray, including 1,002 
small enterprises. Organizations of all forms of owner- 
ship performed a volume of work worth R269.4 billion; 
as compared to the corresponding period of last year, 
this declined by 48.2 percent. The proportion of work 
performed by state-owned organizations declined as 
compared to last January-June from 25.6 percent to 20.4 
percent. Because of the shortage of orders, construction 
organizations are working outside their area of direct 
specialization. The share of nonconstruction, work in 
contractor organizations comprised 10 percent, and in 
small enterprises—80-85 percent. The total number of 
construction-production personnel was 56,500—a 10.2 
percent decline as compared to the corresponding period 
of last year. The value of work performed per worker 
amounted to R4.5857 million, and the average monthly 
wages paid were R278,000 (R371,600 in June). 


As of | July, R80.3 billion were owed by customers for 
the work performed, of which R41.9 billion (52.2 per- 
cent) were past due. Customer debt increased from 52 
percent in the first quarter to 59 percent in the first 
half-year. 


Construction organizations’ debt increased to R44.6 
billion, including R21.6 billion (48.4 percent) that were 
past due. 


CONSTRUCTION OF HOUSING AND SOCIAL 
SPHERE FACILITIES. Similar to 1993, the volume of 
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nonproduction construction in the first half of 1994 
declined to a lesser extent than that in the production 
sphere. However, finished housing construction declined 
by 24.7 percent as compared to the corresponding period 
of last year. Over January-June housing with a total area of 
107,500 square meters, or 1,887 apartments, was placed in 
service, including 13,000 square meters, or 199 apart- 
ments, in rural areas. State enterprises and organizations 
put into service 35,900 square meters, or 75.7 percent of 
last year’s level and 33.5 of the total volume of housing 
built. Housing with an area of 18,700 square meters (17.4 
percent of total completed construction) was built with 
money from the republic and local budgets. 


Housing construction in the private sector of the 
economy increased by 38.5 percent. The situation is 
most favorable in housing construction performed by 
individual developers (a 2.7-fold increase); its propor- 
tion comprised 11.6 percent of total housing put into 
service as compared to 3.2 percent in the first half of 
1993. 


Over the compared period, the volume of housing put 
into service declined in the cities of Arsenyev, Vladivos- 
tok, Lesozavodsk, Nakhodka, Dalnerechensk, and Dal- 
negorsk, and in Dalnerechenskiy, Kirovskiy, Olginskiy, 
and Ussuriyskiy Rayon. No new housing at all was put 
into service in the city of Spassk and Lazovskiy, Parti- 
zanskiy, and Pozharskiy Rayons. 


At the same time, housing construction increased as 
compared to last year in the cities of Artem, Partizansk, 
and Ussuriysk, and Anuchinskiy, Krasnoarmeyskiy, 
Nadezhdinskiy, Pogranichnyy, Terneyskiy, Khorolskiy, 
Khankayskiy, and Yakovlevskiy Rayons. 


Capital investment (including subsidies) in the amount 
of R2.5 billion—all from the federal budget—was used 
to build housing for persons discharged or transferred to 
the reserves from military service, border troops ser- 
vicemen, and members of their families; housing with a 
total area of 1,114 square meters was built for this 
category of persons, and 2,128 square meters purchased. 


In the city of Artem a general education school was built 
for 1,266 pupil accommodations, which comprises 24.2 
percent of the kray’s plan for the year and 100 percent as 
compared to January-June of last year. 


No construction was completed in the first half-year on 
preschool facilities, hospitals, outpatient clinics, and 
clubs. It is intended to put into service in the second half 
of the year 600 accommodations in preschool facilities, 
365 beds in hospitals, and outpatient clinics for 660 
visits a shift. 


The main cause of reductions in construction volume is 
the lack of money, on the part of both local administra- 
tions and customer enterprises. Money allocated from 
the federal budget arrives with a considerable delay and 
in less than full volume. 
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Transportation and Communications 


The unstable situation that has developed in the kray 
economy is also characteristic of the transportation 
sector. In the first half-year common carriers moved 
(shipped) 17.7 million tonnes of freight. The greatest 
share was moved by rail transport (44.5 percent of the 
total volume), slightly more than one-third—by sea (35.3 
percent), and one-fifth—by automotive transport. Air 
transport accounted for only 11,600 tonnes of freight. 


As compared to the same period of last year, the volume 
of freight moved decreased by 23 percent: by sea—by 15 
percent; by automotive transport—by 32 percent; and by 
rail—by 23 percent. Due to use of helicopters abroad, the 
volume of air freight increased (2.1-fold). 


More than half the freight is moved by joint-stock 
companies and state-owned transport—44.5 percent, 
and less than | percent by municipal transport. 


IN TRANSPORTATION BY RAIL performed by 
common carriers, the loading volume of the most impor- 
tant categories of economic cargo declined: coal—by 23 
percent, timber—by | 3 percent, construction cargo—by 
18 percent, grain—by 27 percent, cement—by 42 per- 
cent, and petroleum products—by half. At the same 
time, cargo continues to accumulate at track-adjacent 
loading areas of railway stations and enterprises. As of 
the end of June, 644,000 tonnes of very important cargo 
was waiting here; its volume increased 1.5-fold over the 
compared period. Coal comprises the greatest propor- 
tion of cargo remainders (64 percent); its volume 
exceeded last year’s level by 17 percent and the level of 
this May by 22 percent. 


IN TRANSPORTATION BY WATER, common car- 
riers shipped less freight by coastal vessels. Deliveries to 
the regions of the Far North and areas equated to it 
amounted to 750,000 tonnes of cargo, or 2.3 times less 
than over the six months of last year. Foreign shipping 
remained at the same level, but its proportion in the total 
volume increased from 74 percent to 86 percent. 


IN AUTOMOTIVE TRANSPORTATION, common 
carriers moved 1.7 million tonnes less cargo than over 
six months of last year. Joint-stock automotive enter- 
prises account for 98 percent of the total volume of 
shipping. 


Automotive transport owned by enterprises and offici: 
organizations moved 9.8 million tonnes of cargo, or 2.4 
times more than common carrier enterprises. The 
volume declined by 20 percent as compared to the 
comparable period. 


Over the half-year, 1,352 enterprises that have their own 
transport got licenses to engage in transportation activi- 
ties; among them, 21 percent are state enterprises, 24 
percent—entrepreneurs, and 33 percent—enterprises of 
mixed form of ownership. 


Highways Committee enterprises repaired 351 km of 
common use hardtop roads, which is 110 km more than 
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over six months of last year, and 1,741 linear meters of 
permanent bridges (643 linear meters more). Expenses 
on maintenance (including repairs) of roads and road 
structures amounted to R47.9 billion. 


In public transportation, passenger volume amounted to 
210 million passengers, of whom two-thirds used auto- 
motive, and almost one-quarter—city electric transport 
(streetcars and trolley buses). Passenger traffic on all 
categories of transportation (except taxicabs) amounted 
to 3 billion passenger-kilometers, which is somewhat less 
than in the first half of last year. A sharp increase in the 
cost of transportation services reduced the number of 
passengers using air, water, and rail transportation. 


At the same time, the quality of service remains below 
grade. A survey conducted in June in rail transport 
showed that during the morning rush hour (on the date 
of the survey) all suburban trains (six) arrived late, two 
of them more than 15 minutes late. In air transportation, 
86 percent of international flights were on schedule, 92 
percent of local flights, and 59 percent of domestic 
(republic) flights. Suburban buses of automotive trans- 
portation enterprises performed 2,051 runs in June, 
which is 103 fewer than scheduled, and city buses— 
44,700 runs, or 84 percent of the scheduled number. The 
number of buses in public transportation decreased by 
65 units as compared to the six months of last year. 


Public COMMUNICATIONS ENTERPRISES pro- 
vided services worth 63.2 billion, of which R15.6 billion 
worth was services for the population. 


As compared to the analogous period of last year, the 
volume of mailing letters and small parcels declined. The 
volume of cables sent decreased by one-third, and of 
long-distance telephone calls—by 7 percent. 


The high cost of periodicals resulted in a decline in the 
volume of subscriptions and the number of subscribers. 
Subscriptions for the second half of the year amounted to 
638,500 for newspapers and 199,100 for magazines, or 
73 percent and 58 percent, respectively, of the subscrip- 
tion rate for the first half of the year. 


Because of the increased subscription fee for wired radio 
broadcasts, since the beginning of the year the number of 
receiver owners decreased by 11,000. 


At the same time, the number of subscribers and users of 
telephone communications is growing. As of the end of 
June the number of telephones reached almost 270,000. 
Over the half-year the number increased by 9,652. Of 
this, 162,100 telephones are installed in apartments. 


For the purpose of further development of telephone 
communications, an ATS-3 [automatic switching sta- 
tion] is being built in Nakhodka; installation of equip- 
ment continues at ATS-42 in Vladivostok; and interna- 
tional automatic dialing has been established with 167 
countries of the world. 
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At the same time, new types of services are developing. 
Three business centers have been set up to provide 
communications and information services, which per- 
formed almost 20,000 units of services; two electronic 
mail centers and 20 collective-use fax facilities with 922 
subscriber systems, through which almost 10,000 out- 
going and more than 15,000 incoming facsimile trans- 
missions were handled. 


Foreign Economic Relations 


Over the first half of the current year the kray’s volume 
of foreign trade through direct channels amounted to 
$304.2 million; exports accounted for 73.6 percent of the 
total volume. Japan continues to account for the largest 
share of export deliveries (53.8 percent of the total 
volume of exports), followed by China (16.6 percent). 
Output produced in the kray or purchased in other 
regions of Russia and exported from the kray included: 
147,700 cubic meters of timber, 114,700 tonnes of fish; 
949 tonnes of nitrogen fertilizer; and $19.2 million 
worth of ferrous metals. It should be noted that fertilizer, 
ferrous metal, and a small amount of timber (about 4 
percent) are brought in from other oblasts of Russia. 


Among the main exporters are the AO Dalmoreprodukt 
Holding Company, the kray union of consumer cooper- 
atives, Bor Industrial Association, Kommersant con- 
cern, and AO Dalpolimetall. 


Over the period under review the kray imported $80.2 
million worth of goods; as compared to the corre- 
sponding period of last year, imports declined by 23.2 
percent. 


Among goods imported into the kray were $3.9 million 
worth of clothing and footwear, $2.3 million worth of tele- 
and video equipment, and $4.3 million worth of equip- 
ment and machinery. Substantial deliveries of frozen meat 
(7,800 tonnes), apples and citrus fruit (5,900 tonnes), 
brought in mainly from the United States, New Zealand, 
and Australia, were dominant among food imports. 


Petersburg Receives Aid From Soros Fund 


944F1169A St. Petersburg NEVSKOYE VREMYA 
in Russian 3 Aug 94 p I 


[Report by Yeva Vasilevskaya: ‘Soros’ Money Serves 
People: A Quarter Million Dollars Will Be Invested in 
Educational Programs in Humanities”’} 


[Text] For most people, the name of George Soros evokes 
associations with billions of dollars he owns. He is indeed 
one of the richest people in the world. But Soros’ financial 
empire may be called with equal justification the empire 
of reason. Money must serve the people, work for the 
future of an open society—the society of planet Earth. The 
American billionaire consistently puts this idea to work. 


The figures are fascinating. The Transformation of Edu- 
cation in Humanities program will receive $250 million; 
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$100 million will be directed into supporting funda- 
mental science research. These are just the main projects 
of the Cultural Initiative foundation and the Interna- 
tional Science Foundation [ISF] (this is how the organi- 
zations set up by George Soros in our country are called). 


It is hard to overestimate the importance of this invest- 
ment for our education and science. Many Petersburg 
scholars and even entire institutes can function at a 
proper level today strictly thanks to the ISF. Here is just 
one example. Staff members of the Imeni Ioffe Physical- 
Technical Institute (PTI) received 680 grants—$500 
each—within the framework of the program of urgent 
individual assistance. People could spend this money 
any way they wanted—for food, books, vacations. The 
25 $1,500 grants, on the other hand, were given to 
science groups and $37,500, to purchase equipment for 
the institute. The program of long-term research grants, 
or rather, its first part, brought the PTI 44 grants. In 
addition, there is a library program, the program to 
support trips to international conferences, and so on. 


Over 1993-1994, all in all our city will receive about $6 
million from the ISF. So in the end, it turns out that St. 
Petersburg’s scientific potential is being preserved by... 
an American financier. 


I think we will fully comprehend the meaning of what is 
happening in school education through Soros’ efforts only 
after a while. The Transformation of Education in Human- 
ities program will be financed for five years, $50 million a 
year. But money is not the whole story. More important 
are the projects that are being approved by the Cultural 
Initiative foundation after thematic expert evaluation. 


The 21st Century Leader project already has been func- 
tioning for two years. In July a concluding seminar was 
held in Repino. All this time American professors and 
the staff of the Pedagogic Innovation Institute worked 
with the schools’ administration. One group over the 
first year, and another over the second. 


Naturally, no school reform can happen without the 
participation of school principals. It is the director who 
must want new things to come to the school: subjects, 
methodologies, relations, etc. One of the seminar ideas is 
planning and administration, analysis of school’s opera- 
tion at all levels, moving constantly toward success. 


According to the project head Vladimir Briller (Colum- 
bia University College of Education), the rather common 
attitude in the West toward the possibility of reorga- 
nizing the Russian education system is that of skepti- 
cism. A World Bank expert visited the 21st Century 
Leader seminar several times. He interviewed all partic- 
ipants, without exception, and visited schools. The skep- 
ticism disappeared. The expert’s assessment influenced 
the World Bank’s decision on education-related loans. 
And recently this experience was mentioned at an inter- 
national conference in New York on the subject of 
education in East Europe. If we are to begin innovative 
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activities, it was said there, we should do it in those 
Russian schools that participated in the 21st Century 
Leader project. 


Seminar organizers had to turn away hundreds of appli- 
cants—the budget is not unlimited. Soros already has 
provided an additional grant to hold two support con- 
ferences. Actually, school principals did not sit idle, 
either, being aware that in the future they have to count 
on their own resources. They set up the Association of 
Heads of Educational Institutions. They publish the 
DIREKTOR SHKOLY magazine. An informational net- 
work has been set up, which among other things envis- 
ages training by correspondence. 


Of course, there will not be enough seminars and meet- 
ings. This takes money, but alas, domestic millionaires 
are far less concerned over the fate of Russian education 
than George Soros. His money, by the way, also pays for 
new school textbooks. Tens of thousands of St. Peters- 
burg schoolchildren will get them on 1 September—a test 
program is underway. Soros’ money serves people. 


Petersburg City Deputy Explains Position 


944F1169B St. Petersburg NEVSKOYE VREMYA 
in Russian 3 Aug 94 p 1 


{Interview with City Assembly Deputy Aleksandr Shch- 
elkanov, by Boris Vishnevskiy under the rubric “The 
Actors”; place and date not given: “Aleksandr Shchel- 
kanov: ‘I Am Setting Out on an Autonomous Voyage””’} 


[Text] [Vishnevskiy] You are an independent deputy, 
but today in the Assembly you are among those who 
(together with The-City-We-Love representatives) get 
constantly accused in the city press of itching for a 
confrontation between the representative and executive 
branches... 


[Shchelkanov] My position is that from the very begin- 
ning we, despite the “incomplete” membership, not only 
could acquire a legal status—become a full-fledged body 
of the city’s representative authority—but it was our 
duty to do so. There is a legal basis for it: Article 77 of the 
new constitution permits federation components to 
independently define its system of authority. The voters 
expressed their will in the March-April elections, by 
saying: Today we only need 24-25 deputies. From there 
on, it was up to us to act. 


[ Vishnevskiy] But what about the statute on the system 
of city authority “attached”’ to the presidential edict on 
disbanding the city soviet? 


[Shchelkanov] This edict was signed on 21 December 
1993 and on 25 December 1993 the new constitution 
went into effect, whereby this document lost its legal 
force. Others did not support me—moreover, the pro- 
posal caused panic among Democratic Unity and All 
Petersburg members, who count on expanding their 
deputy ranks in the fall. But I am still convinced that this 
would have been an ethical decision; then we could 
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adopt the city charter, the law on the city budget, the law 
on the city government, the law on deputy status, and a 
new, democratic, elections statute. And as soon as pos- 
sible hold new, complete elections to the city assembly. 


[Vishnevskiy] Hearing (and seeing) 25 deputies arguing 
for three months about the structure, » ‘ing groups, 
titles, and other attributes of powe n the not- 
yet-formed city assembly, it was hard to understand the 
“much ado about nothing.” It is that difficult to split 
into groups and get busy with those city problems of 
which deputies are knowledgeable and that are so impor- 
tant for city residents? 


[Shchelkanov] It was precisely the deputies—members 
of the administration, heads of large enterprises, and the 
remnants of Democratic Unity who joined with them— 
who derailed the final approval of a rather simple 
working structure that was adopted as a basis as early as 
12 April. It was drowned in amendments. 


After the structure was completely shot down on 22 
June, I told myself: This is it; my time ran out: I will no 
longer participate in the work of this “permanent con- 
ference” and will set out on an independent voyage. | 
will continue on my own to work on things I consider 
important for the voters and the city. There were 10 
more such “refuseniks,” and we are already actively 
working on projects. 


Press Conferences of Petersburg Social, Christian 
Democrats 


944F1098A Moscow NEZAVISIMAYA GAZETA 
in Russian 21 Jul 94 p 2 


[Article by Yuliya Kantor (St. Petersburg): “RCDU and 
SDPR Leaders Report to Voters; Christian Democrats 
Publicize Ethics and Morality”’] 


[Text] State Duma Deputies Vitaliy Savitskiy and Ana- 
toliy Golov from St. Petersburg have come back home 
on a visit and are holding press conferences to challenge 
the belief of much of the voting public in the chronic 
“do-nothingness” of members of parliament. 


“Half a Year of Christian Democracy in the State 
Duma’’—that is how Chairman Vitaliy Savitskiy of the 
Subcommittee on the Affairs of Religious Organizations, 
leader of the Russian Christian Democratic Union, 
defined the topic of his press conference. In his words, 
the main goal of the group of Christian Democratic 
deputies, consisting of 12 individuals, throughout this 
period has been the introduction of ethics and Christian 
morality into government policy. The optimistic leader 
of the RCDU is certain that the group he heads has been 
advancing toward this goal in the past six months. 


Mr. Savitskiy discussed some of the documents drafted 
with the active participation of Christian Democrats, 
including the bills “On Alternative Military Service,” 
“On Political Parties,” and “On Restitution.” In refer- 
ence to the latter, Vitaliy Savitskiy said that the Duma 
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Committee on the Affairs of Public Associations and 
Religious Organizations, where he performs the func- 
tions of the deputy chairman, has been inundated with 
draft laws “On Restitution,” essentially representing 
attempts by associations of deputies with different views 
and aims “to earn political capital.” 


Mr. Savitskiy feels that the joint religious services for 
members of different factions and religions, which are 
regularly conducted, in his words, in the office of the head of 
the Committee on the Affairs of Public Associations and 
Religious Organizations, also corroborate the Christian 
Democrats’ adherence to the ideals of ethical policymaking. 


The results of the public hearings in St. Petersburg on the 
bill “On the Fundamental Principles of the Organization of 
Agencies of Self-Government” were the topic of a press 
conference held by State Duma Deputy Anatoliy Golov, 
chairman of the Social Democratic Party of Russia. The 
discussion revealed several serious shortcomings in the 
document, pertaining to the fundamental principles of its 
enactment and enforcement. According to Anatoliy Golov, 
mutually supplementary federal and municipal laws on 
self-government should be passed at the same time. Further- 
more, the SDPR leader said, the federal law should define 
the fundamental principles and guarantee the minimum 
rights of local self-government, and the St. Petersburg law 
should stipulate the prerogatives of agencies of local self- 
government, their property, and their sources of financing. 
In view of the distinctive historical and political features of 
the northern capital, which is simultaneously a member of 
the federation and a megalopolis, self-government must be 
established and the rights of local communities to draft and 
approve their own charters must be exercised. 


In the opinion of Mr. Golov, the St. Petersburg agencies of 
self-government should cover the cost of the exercise of their 
authority with local taxes and assessments and the income 
from municipal property. Elections to agencies of local 
self-government in St. Petersburg should be held, according 
to the leader of the Social Democrats, no later than spring 
1995, after the passage of the previously mentioned laws. 
“Holding the elections in fall, before we are ready for this, 
can only profane the procedure, as the disillusioning elec- 
tions to the municipal assembly did. In this case, the 
attempts to reform the existing system of self-government 
will be doomed to failure,” Anatoliy Golov declared. 


Vigilance Required From Border Service in 
Petersburg Ports 


944F1098B Moscow ROSSIYSKIYE VESTI in Russian 
27 Jul 94 p 2 


[Article by Yuriy Stepanov and Vladimir Shchetinin (St. 
Petersburg): “Cordon on the Dock”’] 


[Text] Border guards of the Independent St. Petersburg 
Checkpoint are on duty around the clock on the docks of 
the Merchant Marine and Lesnyy ports, in the Maritime 
Terminal on Vasilyevskiy Island, and at Pulkovo Airport. 
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“The new Russian entry and exit requirements have 
increased the number of tourists from many countries 
and the number of ships and boats in the city’s ports and 
harbors, and the relaxation of these requirements has 
also increased the number of offenses and offenders,” 
said Lt. Col. Vladimir Balashov, deputy chief of the 
checkpoint. “All of this has put tremendous pressure on 
our service. Our border guards prevented more than 100 
violations of these requirements in Neva harbor and on 
the state border in just the past year.” 


Iraqi citizen Ibrahim Muhammad, for example, arrived 
on the banks of the Neva from Sweden on the motorboat 
“Anna Karenina.” His brother Hazim, who was living in 
Russia illegally, met him in the Maritime Terminal. 
Ibrahim gave his brother his own passport there, so that 
the brother, who bore a physical resemblance to Ibrahim, 
could pass the border inspection and leave the country 
by boat. Ibrahim himself was planning to go to Moscow 
and report the supposed loss of his passport to the 
authorities. Ensign Olga Samoylik, one of the border 
guards on duty, was too vigilant and astute to fall for this 
ruse, however, and both brothers were arrested and 
prosecuted: one in St. Petersburg and the other in 
Stockholm. 


In the same Maritime Terminal, Ensign Arina 
Fidoristova frustrated the attempt of a Swedish tourist 
from the ferry boat “Ilyich” to enter the city on someone 
else’s passport. When his attempt failed, he offered her a 
bribe. The inducement did not work. The Swede was 
detained for a day by our officials and then sent the 
Russian border guards a written apology. 


Personnel of the Merchant Marine Port recently 
reported two suspicious men loitering on Pier 34. Senior 
Sergeant V. Sosunov and his partner checked their 
documents. Instead of handing over their passports, they 
presented copies of reports of the loss of their documents 
in Uzhgorod. They were taken into custody by the border 
guards and turned out to be citizens of Yugoslavia who 
had planned to go abroad surreptitiously on a Polish ship 
or some other vessel. 


The goods of numerous private firms and individual 
entrepreneurs and businessmen have been crowding the 
docks of the Merchant Marine Port in recent years. They 
put additional pressure on the border service with their 
rude behavior, demands, and even threats. One of these 
merchants offered a large bribe to a soldier and then set 
down two trunks next to the border guard, warning him 
that a certain individual would be coming to pick them 
up and that the guard should deny any knowledge of this 
transaction. When the thieves and bribe-takers were 
“put away” by the soldier, threats of revenge against the 
border guard were reported to the checkpoint for several 
days. This never happened in the past. He had to be 
transferred to another division. That is the hard life of 
the Neva border troops, who are on duty around the 
clock on the docks of St. Petersburg. 
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INTERNATIONAL AFFAIRS 


UN Reluctance To See Russia as Peacekeeper 
Scored 


944Q0513A Moscow NOVOYE VREMYA in Russian 
No 29, Jul 94 [signed to press 19 Jul 94] pp 18-19 


[Article by Igor Ryabov and Yuriy Sizov: “Why Is 
Russia Not Being Allowed To Be a Peacekeeper?: The 
West Is Reluctantly Supporting Russia’s Peacekeeping 
Aspirations. It Fears It—Does That Mean It Does Not 
Respect It?”’} 


[Text] Moscow-Washington—Russia has recently taken 
several ponderable steps to draw closer to the Western 
democracies: It has signed the Partnership for Peace 
Agreement and the treaty on cooperation with the 
European Union. President Boris Yeltsin attended the 
political half of the Big Seven meeting. 


At the same time, on the other hand, the West is in no 
hurry to share with Russia the burden of world economic 
problems. This pragmatism is easily justified—the Rus- 
sian economy itself needs time to get back on its feet. 


It is harder to understand why Russia’s peacekeeping 
initiatives, particularly in its near abroad, are not to the 
liking of the leaders of the Western democracies. The 
West has acknowledged Moscow’s political common 
sense. But Russia’s mediation between the belligerents at 
flash points in proximity to its borders is perceived, as 
before, as ‘“‘a revival of the imperial ambitions of Rus- 
sian neocolonialism.” 


Butrus-Ghali, secretary general of the United Nations, 
who was visiting Moscow, opposed “blue helmet” status 
being imparted to Russian soldiers in regions of the 
former USSR. 


Kofi Annan, director of the UN Department for Peace- 
keeping Operations, supported his boss’ opinion and 
added that Russia, playing the part of active peace- 
keeper, proceeds primarily from national interests. 


But is this a crime? 


What Might Humanism Suggest? 


The peacekeeping activity of the United Nations is part 
of the format of the establishment of a “new world 
order’: a world without wars, peace to the world, and so 
forth. 


The “blue helmets” are called upon to stop the blood- 
shed, wherever it occurs. Their appearance is the pin- 
nacle of general humanism preventing the senseless 
spilling of blood where this can be avoided. That is, a 
triumph of the “resistance to evil by force” concept, 
which is the direct opposite of the teachings of the great 
humanists Tolstoy and Gandhi. 
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A suspicious attitude toward peacekeeping appears when 
it appears to be a screen for the achievement of partic- 
ular political ends. Which? The West, for example, 
suspects Russia of a desire to establish its influence in 
the near abroad. This very likely corresponds to reality. 
But the West is not free of sin either. Its selective use of 
military force to achieve peace is a consequence of the 
politicized nature and contemporary Western notion of 
humanism. 


Why, for example, did it take the United Nations more 
than three months to send “blue helmets” to Rwanda? 
Was it not because this country’s misfortunes do not in 
any way influence the security of the European countries 
or the United States. Yet the United Nations supports an 
American airborne invasion of Haiti. Haiti is, after all, 
right next to the major political giant, to whom it is not 
a matter of indifference the kind of government there is 
on Haiti. The present one is, at a minimum, “supplying” 
the continent with thousands of refugees. 


Why are there only two dozen military observers from 
the United Nations in Georgia, and a decision on the 
dispatch of troops is coming to a head only now, 
although the war there is in full swing? The United 
Nations is opposed to “blue helmet” status being 
imparted to the Russian troops in Georgia. But should 
someone be attempting to halt the Georgian-Abkhaz 
conflict? Or could humane considerations suggest some- 
thing else? 


Initiative Is the Main Thing 


Nonetheless, the West will have to come to terms with 
the fact that it will need the assistance of regional 
military forces. 


The United Nations understands that it cannot econo- 
mize on military missions—neither lives nor money. 
According to UN data, approximately 200 “blue hel- 
mets” died in 1993. A further 50 in four months of the 
present year. Transporting “dependable” soldiers.and 
combat equipment to distant regions is no cheaper than 
payment for their service. 


Were a regional peacekeeping force to be created in Arab 
and African countries, the United Nations would not 
have to spend time and money persuading the Ameri- 
cans, for example, to send its “blue helmets” to the Near 
East, and the Norwegians, to Rwanda, and supporting 
them there. 


Regional forces would also relieve the United Nations of 
the burdensome role of participant in all fronts. 


Nor is the UN leadership opposed to Russian soldiers 
being a part of a regional peacekeeping force under the 
joint aegis of the United Nations and the CIS. Such a 
project is the most realistic. And its realization should 
not, therefore, be delayed. 


But it is useless for Russia to wait until the United 
Nations determines under which flag Russians should be 
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at the flash points adjacent to Russia. And it is essential, 
therefore, in order that Russia’s peacekeeping activity 
gain support more quickly in the United Nations, that it 
not alter its assertiveness. 


The more effectively Russian diplomats and military 
personnel operate in conflict regions, the sooner the 
United Nations will be persuaded of the irreplaceability 
of Russia in the field of humane peacekeeping. And the 
missions will, accordingly, be funded not only from the 
Russian budget. 


Neither the Georgian nor the Tajik leaders are opposed 
to Russian assistance in practice. And would be all the 
happier were they to feel that economic assistance might 
be expected from Russia also. Political and economic 
stability in Russia itself would force the republics of the 
former Union to see Russia not as a threat to their 
security but as a dependable partner. 


If functionaries at the United Nations are persuaded that 
Russia is supported in the countries to which it is 
offering assistance, their obstinacy will seem needless to 
them. 


Russia’s Status as ‘Great Power’ Undergoes 
Revision 

944F1081A Moscow SEGODNYA in Russian 

22 Jul 94 p 3 


[Article by Viktor Kalashnikov: “Does Russia Want To 
Remain a Superpower? During a Time of Post- 
Confrontational Break-Ups, Fragments of Former 
World Order Survive”’] 


{Text} ‘Nothing in the present Charter shall invalidate or 
preclude action in relation to any state which during the 
Second World War has been an enemy of any signatory to 
the present Charter, taken or authorized as a result of that 
war by the governments having responsibility for such 
action.” (Article 107, UN Charter) 


The discussion on Russia’s inclusion in the “Partnership 
In the Name of Peace,” has once again drawn attention to 
the question of Russia’s international status. Many stress 
that Russia’s position in the world arena is characterized 
primarily by the fact that Russia is a superpower, where- 
upon, as one of the directors of the Russian Federation 
Security Council expressed it, this is a capacity that has 
been inherent from the beginning, or is “by definition.” 
The rank of “superpower” not only carries with it influ- 
ence and prestige, but also political, legal and other 
prerogatives and a special responsibility, to include in the 
“Partnership.”’ Therefore, general unilateral declarations 
on Russia’s part in relation to its status may not suffice. 
Of chief importance is the recognition beyond Russia’s 
borders of its place and role in the new world order. 


What Part of the Legacy Are We Renouncing? 


It is obvious that such recognition is attainable only 
through some degree of concurrence between the inter- 
ests and aspirations of Russia and her foreign partners. 
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This process is not yet complete. It will progress in a 
productive fashion if all of its participants recognize the 
principle of continuity in relation to one another. Con- 
tinuity was indeed realized by many European states 
when they reclaimed their rights which had been 
infringed upon until the sudden change at the end of the 
80’s and beginning of the 90’s. And while adapting to the 
new circumstances, NATO, the UN and other interna- 
tional structures are also maintaining continuity by not 
tossing aside all mechanisms and norms worked out 
earlier. 


Russia has in no way emerged from the series of recent 
changes as a loser with limited sovereignty and officially 
assigned “guilt.” Russia is the state-successor of one of 
the superpowers, which not long before its demise 
became one of the leading participants and guarantors of 
an entire package of international agreements which 
changed the face of Europe and the world. 


A number of elements of the former USSR’s interna- 
tional status were transferred to the Russian Federation 
automatically. The need for their special recognition did 
not arise. On the other hand, other elements lost validity 
as a result of the fact that Russia is a democratic state 
and is building its international relations on the bases of 
justice and respect for the will of nations. 


Yet another group of international and legal issues 
remains, about which debates continue between Moscow 
and other capitals, as well as within Russia itself. Here, a 
correlation is apparent between the solidification of 
interests inside Russia and the quest for their advance- 
ment in foreign policy. 


Russia’s democratic political system is in a stage of 
formation. However, its national-state sovereignty and 
the legitimacy of its mutual relations with the interna- 
tional world have deeper foundations and do not depend 
solely on the status of domestic political conflicts. For 
instance, requirements in the sphere of national security 
agreed to by the leadership of the former USSR and 
Western countries continue to be observed. 


The problem of legitimacy of a communist state, how- 
ever, and the full value of its international obligations 
has still not been resolved. There is no well-defined 
approach here. From the position of Russia’s interests, 
what is important is that the selection process regarding 
the international and legal legacy of the USSR is not 
unilateral. 


Ground which Russia chooses to give up as a result of 
political or moral motives will most likely take the form 
of juridical acts or will acquire the significance of prece- 
dents. These elements of legal reality often persist longer 
than the moral and political ideas which lead to their 
generation. Those entrusted with temporary powers over 
the disposition of national sovereignty and property 
would do well to remember this. 


When it comes to the former sins of the USSR, one can 
go on apologizing forever. It is noteworthy, however, 
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that in order to absolve these sins, our foreign partners 
often propose that Russia make concessions as compen- 
sation, to include those of a territorial nature. Appetites 
have an affinity for increasing at the beginning of a meal. 
And their own transgressions are frequently not taken 
into account. They also forget that several “indigenous 
nations” would not have survived, were it not for the 
Red Army. 


From Yalta to Malta and Beyond 


The zones of influence established by virtue of the 
existence of the primary institutes of the UN, the pres- 
ence of certain problems surrounding Ge.many, and the 
configuration of many European borders, have a 
common past history and the same legal and political 
roots. These zones of influence arose as the primary 
result of World War Il. The totality of the latter in 
Europe was called the Yalta System, or with a hint of 
fatalism, the “postwar realities.” 


The legal, geopolitical and spiritual legacy of World War 
Il even today largely determines the course of European 
and world development. This legacy is intricately inter- 
woven with later features, including those related to the 
period of the “velvet revolutions.”’ One of the opposi- 
tion’s central questions in recent decades has essentially 
touched upon the revision of certain results of the 
Second World War. However, many of these results have 
still not been subjected to direct attempts to dismantle 
them (for example, the status of Kaliningrad oblast). In 
connection with this, it is very important to ask whether 
the process which destroyed the Yalta System has 
exhausted itself, or whether we are only experiencing a 
pause at the present time. 


This revision was embodied in the “post-postwar reali- 
ties” agreed to and made irreversible by the participants 
of the summit meetings in Malta, Paris, and others. 
However, this revision clearly defers to the “Yalta” 
series (from Tehran to San Francisco) judging by the 
strength of the upheavals produced. The recent revision 
has seriously changed the common European home, yet 
a significant portion of its foundation remains 
unchanged. 


Distancing itself from the reasons underlying the forma- 
tion and legal significance of the “postwar realities” that 
remain would signify a loss of historical and geograph- 
ical orientation for Russia, a violation of the logic and 
continuity inherent in its present international-legal 
status, and serious difficulties in determining territorial 
and property issues. Among other things, Russia will 
hardly succeed in substantiating its role as a superpower 
once it has separated itself from the joint decisions made 
by leaders of the anti-Hitler coalition as a point of 
departure. 


Many elements of the former Yalta System will continue 
to exist regardless of Russia. Moreover, the impression is 
being given that influential forces in the West have a 
vested interest at present in restraining any further 
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dismantling of this system. Under certain circumstances 
they might possibly support its partial reconstruction. 
Thus, Russia’s new footholds in the present historical 
and geopolitical landscape will be a matter of Russia’s 
political choice. 


‘Superpower Status’ as an Interest 


Having shed the sheepskin of totalitarianism, Russian 
society has appeared, ever-changing and multi-faceted, 
in the world arena, frequently perplexing not only for- 
eign experts, but also those at home. However, it is far 
from chaos. The intensive formation of new structures is 
underway. New motives for domestic and foreign policy 
activity arise and seek realization. The “Russian secret” 
undoubtedly exists, as does the “secret” of any country. 
But, as W. Churchill pointed out, there is a key to this 
secret. That key is Russia’s national interests. 


National interests are not “developed” by governments 
or scientific institutes. They cannot be substituted with 
the charter objectives of international organizations. 
These interests change in an objective manner because 
society itself develops. The effectiveness of a democratic 
state’s foreign policy on that state’s outlook depends on 
the foreign policy’s interdependence with the process of 
developing interests. 


Control over foreign relations, virtually monopolized 
before by the Tsentr [Center] (to be more exact, by 
several dozen Moscow families), is becoming more and 
more a prerogative of other groups and strata in society, 
to include in the provinces. This is connected, first and 
foremost, to the development of direct trade, financial, 
and investment relations abroad, and with the “dollar- 
ization” of the Russian economy. Those who rule the 
provinces, i.e., big bureaucrats, VPK public figures, and 
bankers will directly or indirectly have dealings with the 
finely tuned legal mechanisms of Western states, and 
their strict goal-oriented politics. Accordingly, the need 
to secure the backing of Russian state institutions in 
relations with foreign partners will grow and become 
more concrete. 


One can expect that from these particular circles, sub- 
stantive and logical interests will most likely ebb; inter- 
ests, first of all, in “taking inventory” of the legal and 
geopolitical legacy of the USSR, and secondly, in the 
process of rethinking this legacy as it applies to contem- 
porary issues. Clearly, it would be senseless to make a 
stand for former privileged positions at the global level 
(to include in UN structures). However, relations with 
countries “near abroad,” ample freedom in arms and 
energy mediums trade, and the protection of domestic 
markets, will clearly be found within the sphere of vital 
interests of the new influential groups in Russian society. 


It goes without saying that questions of this nature bring 
with them a chain of problems of a political, military, 
and juridical character. Russia’s future international 
status will have to be examined in its entirety and in the 
context of the new decentralized Russian elite. This elite 
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will hardly accept the imposed “presumption of Russia’s 
guilt” within the framework of the post-postwar situa- 
tion, and will most likely increase its pressure on 
Moscow in the area of formulating and advancing an 
effective national strategy. 


On this path a balance will gradually be reached with the 
West. The West is already coming to the conclusion that 
the long-term perspective of the global situation may be 
kept under control only with an independent and pre- 
dictable Russian policy that is not necessarily pro- 
Western. One should expect the restoration and fortifi- 
cation on a selective basis of some of the legal and 
geopolitical attributes of a Russian superpower as a basis 
for guaranteeing national interests and ensuring 
international security. 


Adamishin on Russian Role in Former USSR 


94400488A Moscow ROSSIYA in Russian No 26, 
13-19 Jul 94 [Signed to press 12 Jul 94] p 5 


[Interview with Anatoliy Adamishin, Russian Federa- 
tion First Deputy Minister of Foreign Affairs, by 
Vladimir Kedrov: “‘Russia’s National Interest Is 
Common Sense”; date and place not given] 


[Text] Russian Federation [RF] First Deputy Minister of 
Foreign Affairs Anatoliy Adamishin is a highly experi- 
enced diplomat. He has behind him an event-filled career, 
in which he did not bypass a single stage—from adviser to 
Envoy Extraordinary and Minister Plenipotentiary. 
Added recently to the vast experience in the conducting of 
affairs with Western colleagues was the no less compli- 
cated task of establishing relations within the framework 
of the CIS. This is why the interview with one of the 
makers of Russian foreign policy concentrated to a great 
degree on the problems of Russia’s mutual relations with 
its closest neighbors. 


[Kedrov] The new Russian parliament’s work is evoking 
quite a few false rumors. How do you, an experienced 
politician, assess its foreign policy activities? 


{[Adamishin] On the first day of the Duma’s work, as you 
recall, a terrible scandal occurred there. Shakhray stated 
then: “It could not be worse.” However, I told the 
journalists: this is not really all that bad. With all the 
differences in opinions, and all the striving to earn 
personal political capital by whatever means, which 
are seen in the Duma, it is possible to work and to live 
with it. 


{[Kedrov] Are you talking about this as a representative 
of the executive authority or as a professional diplomat? 


[Adamishin} Both. The Duma is, undoubtedly, not the 
former Supreme Soviet. There are many more reason- 
able people in it, with whom it is possible to come to an 
agreement. Although, in many foreign policy matters, it 
is not that easy to find a common language. With Ivan 
Rybkin’s accession to the position of Duma chairman, it 
seems to me that the chances for reaching an agreement 
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have improved. He is a very reasonable and even- 
tempered person. He holds correct positions on the 
majority of foreign policy matters. The trouble is that 
our organs of authority still cannot find their own place 
within the framework of the new constitution. The 
Duma deputies may be dissatisfied by those provisions 
of the constitution, which restrict their powers in the 
area of the deciding of matters of current foreign and 
domestic policies. But this is the constitution which we 
have adopted and, as long as it is in force, we all need to 
remain within its framework. This means that the gov- 
ernment and the president formulate and implement the 
foreign and domestic policies. According to the consti- 
tution, the Duma is obliged to concentrate on lawmaking 
activities. But it is precisely through lawmaking that it 
can very seriously influence the implementation of for- 
eign and domestic policy. Here lies the center of gravity 
of its work. It is not necessary to adopt a special 
declaration on each operational matter of foreign policy 
and to drag out the MID [Ministry of Foreign Affairs] 
associates “‘on the carpet” in order for them to give 
explanations and so on. The Duma should adopt such 
laws as will determine the foreign policy course. 


[Kedrov] Consequently, the atmosphere of confronta- 
tion which was characteristic of the mutual relations 
between the Ministry of Foreign Affairs and the former 
Supreme Soviet is not being observed in the relations 
with the Duma? 


[Adamishin] In any event, the relations have improved 
significantly. But I will dare to ask: if, according to the 
constitution, the Duma may not influence the deciding 
of foreign policy matters, then why does it spend so 
much time on their discussion? Unquestionably, it may 
express its own point of view and this is not useless. But 
is it not better for it to devote itself to its own direct 
business—lawmaking? After all, just with respect to the 
Ministry of Foreign Affairs, several dozen laws have 
piled up, which should be adopted, as well as agreements 
which need to be ratified, and so on. It is necessary to 
adopt such laws as, thanks to which, Russian national 
interests would be maintained. And in this, no one can 
replace the Duma, inasmuch as it is the sole organ 
capable of doing all this. 


[Kedrov] Formerly, the Supreme Soviet tried to substi- 
tute itself for the Ministry of Foreign Affairs, pursuing 
“its own foreign policy.” Is the same thing not being 
observed now? 


[Adamishin] I would not like to give an assessment. I 
reiterate: there are elements of confrontation in the 
Miristry of Foreign Affairs—Duma relations and differ- 
ences in positions, but I think that if each finds its own 
niche and devotes itself to the matters prescribed to it by 
the constitution, things will move faster. A foreign policy 
(just like a domestic policy) cannot be formulated 
without reaching an agreement. 


[Kedrov] And is there hope of reaching such agreement? 
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{[Adamishin] I do not think that we will reach a complete 
consensus, But, with respect to Russia's basic national 
interests, we can come to an agreement. In the end, what 
is the national interest? It is—common sense. If relations 
with Ukraine are a priority for us, then both the Ministry 
of Foreign Affairs and the Duma, as well as the other 
organs of authority, should understand this. For us, the 
CIS is an area of special responsibility and an area of 
special interests. Over the course of the long years and 
decades to come, the organization of the post-Soviet 
domain will be an important task. 


It is also possible to come to an agreement on all the 
remaining matters: Russia does not have an enemy in the 
world and we have national interests which must be 
defended; it should pursue a policy of partnership and 
not one of confrontation; the national interests need to 
be defended by means of dialog and persuasion and not 
confrontation. The national interests must be protected 
in all directions—Russian foreign policy cannot unilat- 
erally geared toward any state or group of states, rather, 
it may be geared only toward our own interests. In fact, 
this is precisely the kind of policy we are currently 
pursuing. 


[Kedrov] However, each person views the national inter- 
ests in his own way. Is this not really a basis for 
contradictions? 


{[Adamishin] Of course, and it is precisely in the assess- 
ment of the national interests that the basic difference 
lies. Each person can picture the Motherland’s interests 
in his own way. But this is why there exist political 
parties, movements and public organizations, 1.e., all the 
structures of public life, which are supposed to reconcile 
among themselves their own interests. These interests, 
naturally, may differ: the army has its interests, the VPK 
{Military-Industrial Complex] has others and science has 
its own interests. But people should finally come to 
understand that it is impossible to protect anyone’s 
interest with confrontation, quarreling, shouting and 
fighting. All the forces and movements which differ in 
their interests live in one country and this alone should 
already unite all of them. The attempt to find a balance 
of interests by means of political dialog should unite. It 
is precisely in order to do this that democracy, political 
structures and many other things are needed. 


[Kedrov] Let us talk in more detail about the relations 
between Russia and the other CIS countries. 


{Adamishin] I repeat—for us, the relations within the 
framework of the Commonwealth of Independent States 
are a priority direction. And it is good that almost 
everyone is coming to this conclusion now. Russia’s 
survival does not depend on relations with the United 
States. We have already traversed the important path of 
the transition from confrontation to a partnership which 
is being established, but not without difficulties. We are 
trying to convince the Americans that this partnership 
can only be an equitable one, with mutual consideration 
of interests. On the other hand, the country’s powerful 
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defense system can prevent an undesirable turn of 
events. But Russia’s survival may depend on our rela- 
tions with Ukraine. I am not even talking about such an 
apocalyptic event as a nuclear war between our coun- 
tries, although, in my opinion, its possibility has not 
been completely excluded in the minds of many people. 


Let us assume, however, that there might occur in 
Ukraine disturbances caused by social and economic 
conditions which have worsened or, for example, by an 
attempt by one or another of the country’s authorities to 
secede and to establish another state system on their own 
territory. Such a turn of events might lead to a stream of 
refugees and to large problems at the borders. This alone 
might pose a very serious threat to our interests. Conse- 
quently, it is necessary to have a calm situation along the 
perimeter of the new borders and to set up cooperation 
and integration with the neighbors and these borders 
themselves should be transparent [open]. In other words, 
the number one task now, as | see it, is to attempt to 
reach the closest possible rapprochement between the 
independent states—economic, political, military, spiri- 
tual and so on. But integration does not presuppose the 
joining of these states, which is absolutely impossible, 
but merely the closest possible rapprochement between 
independent states. Of course, for a long time to come, 
we will not be able to get used to the fact that Ukraine, 
Belarus or Kazakhstan are independent states. For a long 
time, we will not be able to recognize finally that Russia’s 
border with a neighboring state—I am talking about 
Kazakhstan—presently already runs almost along the 
Volga River. 


But, it is necessary to concern ourselves with rapproche- 
ment with these states based on the complete recognition 
of the political independence and sovereignty of these 
states and the complete recognition of the fact that 
Kazakhstan’s problems are being solved in Alma-Ata 
and those of the Ukrainians—in Kiev. Incidentally, 
these are bases, of which Europe did not even dream 
when such rapprochement was beginning there. After all, 
the close ties between our countries were formed by the 
centuries. To begin, the rapprochement is on a purely 
voluntary basis, as they say, a variable-speed basis. For 
example, Belorussia [Belarus] wanted a greater degree of 
integration with Russia. Certainly! But this does not 
mean that Ukraine, which joined the economic unton as 
an associate member, is a pariah. I.e., Russia’s relations 
with each of the CIS countries may be built on such bases 
as they themselves agree to build them. What is needed 
is daily painstaking work on the construction of a cus- 
toms union, a free-trade zone and so on—i.e., the foun- 
dation on which rapprochement in other areas as well 
will grow later. This is the high road for the CIS at the 
present stage. Waiting for us as the end of this path is the 
possibility of settling the disputed territories problems. 
It is possible to give an example of this: in the past, the 
Germans and the French fought for decades because of 
comparatively small territories. Now, the question of to 
whom Alsace and Lorraine belong bothers only a few 
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people, at least from the standpoint of extreme nation- 
alism, inasmuch as the standard of living in both coun- 
tries is approximately identical, the degree of their 
rapprochement is very high and the people can move 
freely from country to country. And, after all, when 
Khrushchev transferred Crimea to Ukraine in 1954, the 
situation was approximately the same. There was a single 
domain. We must now again consciously build such a 
single domain by means of negotiations and agreements 
between independent states. Indeed, it is easy to say: 
‘Abandoning Crimea is a betrayal of Russia’s national 
interests,”°—but how is it possible to take Crimea back? 
Only by military means. But Crimea alone is not worth 
having people fighting and dying because of it. Conse- 
quently, the CIS countries are destined to proceed by 
means of economic integration and the joint protection 
of the outer borders in order to keep the borders between 
themselves open and to try to settle those conflicts which 
arise on the territory of the former USSR. And Russia’s 
role in this cannot help but be a determining one—its 
role, it may be said, has been prescribed by history. 


[Kedrov] In connection with this, the question arises 
about the participation of Russian troops in the solving 
of regional conflicts. 


{[Adamishin] The operating principle here is the one 
formulated long ago by the ancient Romans—‘‘no third 
party.” Could we really object if the UN sent its own 
troops to Tajikistan, where they could choose between 
the government and the opposition being supported by 
the Afgani mojaheedin? I.e., to conduct an operation like 
the one they attempted to undertake in Somalia or are 
currently carrying out in the former Yugoslavia. How- 
ever, the UN is not doing this. We have requested in this 
instance that the Russian troops be given the status of 
UN peacemaking forces. And this request has been 
turned down—we do not meet all the criteria. We are 
demanding recognition of our right to act so as to 
extinguish “hot spots.” After all, the parties to the 
conflict cannot reach an agreement between themselves. 
| have been repeatedly told by both the government 
representatives and especially the representatives of the 
opposition in Tajikistan: ““Without Russia, we will not 
be able to reach an agreement.” And will it really be 
possible without Russia’s assistance, for example, for the 
Armenians to reach an agreement with the Azerbaijanis, 
the Georgians with the Abkhazians and the Ossetians or 
the Moldovans with the Dniestrians? However, both the 
UN and certain states, with great reluctance, agree with 
the fact that our troops should separate the warring 
parties in the CIS countries. At the same time, they tell 
us: we will not send soldiers and not provide money, but 
we will be monitoring you, in case you violate the 
principles of the UN or the SBSYe [ Council on Security 
and Cooperation in Europe]. 


Because of our own interests, we cannot abdicate our 
responsibility for the settling of these conflicts. And, 
except for us, no one can do this. Now, a very serious 
situation is arising in Tajikistan and, unfortunately, it is 
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becoming aggravated. Some people are saying: ‘Russia is 
being dragged into a war which is incomprehensible for 
it and Afganistan is being repeated. We should get out of 
Tajikistan.” But these are not the one and the same 
thing. In Afganistan, we really had nothing to do and we 
had no interests there, which would have justified the 
introduction of troops into that country. In Tajikistan, 
we have clearly marked interests. After all, if we leave the 
Tajik-Afgani border, then we have no other border right 
up to the Arctic Ocean and everything which is now, 
somehow, being held back at this border—will pour into 
Central Asia and, through it, into Russia. And this 
includes narcotics, terrorism and subversive activities.... 
It is necessary to make sacrifices, inasmuch as no single 
country can protect its own interests without sacrificing 
something. And, seemingly, sacrificing a little now, 
instead of sacrificing a lot in the future, is justified. 


The situation in Central Asia is such that, if we just 
imagine the fall of Tajikistan in connection with our 
departure from there, it is difficult to predict the fate of 
Uzbekistan and the neighboring countries. Well then, are 
we to withdraw from this entire region? The Russian 
population there is numbered in the millions and what 
will happen to all these people? It has been said to me: 
there are only a few of us left in Tajikistan— 
approximately 100,000 people. But really, are these 
100,000 people not deserving of protection? Besides, in 
Tajikistan, figuratively speaking, we are also protecting a 
much larger number of people—and all our positions in 
this region and we are also protecting this region’s 
countries. And they understand perfectly—if Russia 
leaves, then a catastrophe will befall all of them. This is 
why, as complicated as it is, we need to assist in the 
settling of the regional conflicts on the former USSR’s 
territory. 


[Kedrov] It is well known that the Soviet Union strived 
for a presence, if it can be put this way, everywhere, 
regardless of the existence or absence of national inter- 
ests in one or another country or region. Now, Russia has 
changed the approach to a “‘presence in” and “coopera- 
tion with” the countries of the “Third World.” To what 
extent is this change adequate and are we not, as is the 
Russian habit, going too far here? 


[Adamishin] Of what does the main Russian national 
interest consist? I think that the main thing in foreign 
policy is to render assistance to our country in getting out 
of the crisis and, in the attempt, to build as fast as 
possible a legal, economically developed, market- 
oriented and democratic state. This is why, in assessing 
the need for our presence in one or another part of the 
world, I would proceed on the basis of whether or not 
this will benefit Russian interests both in the short term, 
for the country to get out of the crisis in the quickest way 
possible, and also from the point of view of the more 
remote future—the establishment, in the future, of rela- 
tions between Russia and other powers. If we are pro- 
ceeding on this basis, then we are now pursuing a more 
balanced policy than previously. In our debut, if it can be 
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put this way, we made quite a few errors which, it is true, 
are quite explainable. Having lapsed into euphoria, we 
believed then, that we need only declare ourselves to be 
democrats, and everyone will immediately welcome us 
with open arms. However, if you change, the world is not 
obligated to change with you. And, from this point of 
view, the initial period of euphoria led to certain costs. 
However, life has taught us that a correctly chosen course 
of movement toward partnership and cooperation still 
does not solve all the problems. It is necessary to learn to 
protect our own interests, not with weapons, but rather, 
with policy and the force of persuasion, as well as with 
the help of the old Roman rule: “I give to you so that you 
give to me.’’ Why do the Americans, with respect to our 
efforts in Abkhazia, behave worse than we do with 
respect to their actions in Haiti? All such matters should 
be decided on the basis of parity and there are no 
elements of haggling in this. It is only a matter of 
protecting one’s own interests. But, at the same time, it 
must be completely free of an ideological component. 
This is also exactly how we need to approach relations 
with the “Third World.” Lately, we have lost our posi- 
tions in the world arms market. Here and there, this was 
quite justified, inasmuch as we had not been trading with 
those with whom we needed to. But here and there, they 
simply pushed us out, taking advantage of the changes 
occurring in our country and taking our place them- 
selves. And now we are beginning to win back the 
positions which had been lost. We are beginning to gain 
access to the high technology markets. The proof of this 
are the agreements with the EU and the United States, 
reached during Chernomyrdin’s visit. A ‘‘well- 
grounded” policy, free of both idealization and underes- 
timation of a partner with whom it is necessary to hold a 
normal conversation on equal terms, without shouts and 
threats—this is how I see our foreign policy course today. 


Customs Committee Deputy on Trade Regulations 
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[Interview with V. N. Meshcheryakov, by 
EKONOMIKA I ZHIZN correspondent N. Palkina: 
“The Custom-Office: Toward Uniform Rules’’] 


[Text] The further development of customs legislation in 
our country and the extent to which it meets the require- 
ments of generally accepted practice are discussed, at the 
request of EKONOMIKA I ZHIZN correspondent N. 
Palkina, by V. N. Meshcheryakov, deputy chairman of the 
RF State Customs Committee. 


[Palkina] Effective 1 July 1994, by Edict of the Presi- 
dent, entitled “Cancellation of the Establishment of 
Quotas and Licensing for Shipments of Goods and 
Services for Export,” all privileges with regard to 
applying export customs duties on commodities to be 
exported have been canceled. We shall not recall the 
reasons that explain the introduction of quotas, licenses, 
and privileges. But why do you think that that Edict 
appeared? 
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{Meshcheryakov] Under normal civilized conditions for 
managing an economy, it is not the general rule to issue 
privileges left and right. That can be justified only in the 
event that there is actually a need to support someone. 
But when the issuance of privileges takes on a mass 
nature, then there is no longer any sense in carrying out 
a definite foreign-economic policy, and that policy 
ceases to exist as such. Practice has indicated that the 
numerous attempts to normalize the situation with priv- 
ileges have not led to anything. Therefore this Edict, 
which has placed everyone in an equal situation when 
carrying out trade, can be called a revolutionary one. 


The edict also, in my opinion, will improve the situation 
surrounding foreign-economic ties. It is no secret that, in 
our society, such negative manifestations as corruption 
or elementary bribery have taken on considerable scope. 
A negative halo exists around the issuance of quotas and 
licenses. Putting an end to that once and for all is one of 
the goals. 


The change in the methodology of regulating foreign- 
economic activity with regard to export poses new tasks 
for the Customs Committee. Unscrupulous participants 
in foreign-economic activity, deprived of what has been 
a kind of Klondike for them—privileges in taxation, 
quotas and licenses—are rushing to apply efforts in new 
directions: in carrying out schemes linked with customs 
value, with the classification of commodities, and with 
the definition of the country of origin of commodities, 
and in barter transactions. For us that is obvious. And 
we are prepared to take adequate measures to prevent 
desires such as that from arising. 


[Palkina] Recently Russia signed with the European 
Union an Agreement of Partnership and Cooperation. 
You, Vladimir Ivanovich, participated in the negotia- 
tions. Could you please tell us how broadly “the new 
horizons of cooperation are opening up for us” and what 
concessions Russia had to make? 


[Meshcheryakov] For a number of items, the initial draft 
proposed by the YeS [European Union] was for Russia 
less favorable than the old agreement between the USSR 
and YeES [European Economic Community]. One of its 
shortcomings was the fact that Russia was recognized as 
a country with a centralized economy. And that allowed 
the European Union to introduce definite limitations in 
economic-trade relations. For example, if our colleagues 
in the YeS ever began to wonder whether we were selling 
them a commodity at dumping prices, they could imme- 
diately apply sanctions unilaterally. 


A delegation from Russia, headed by A. N. Shokhin, 
managed to escape from that state of affairs and to 
guarantee the recognition of Russia as a fully equal 
partner. Thus, in the event of “dumping doubts”’ the 
practice that will be employed now is the holding of 
negotiations and consultations. The agreement that was 
signed is a very carefully written document. It provides 
us with the opportunity to move toward the further 
development of economic-trade relations and in the final 
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analysis toward integration with the YeS. There is no 
particular sense in talking about Russia’s concessions to 
the European Union. 


[Palkina] Other than the antidumping sanctions, have 
any other specific questions involving cooperation been 
resolved? 


[Meshcheryakov] Yes. One of the appendices to the 
Agreement between Russia and the YeS is the so-called 
second protocol, entitled “Cooperation and Mutual 
Assistance in Customs Matters.” 


At the present time we in the RF Customs Committee 
are preparing for discussion with our Western associates 
the specific mechanisms and forms for implementing the 
understandings that have been achieved at the highest 
level. The goal is a simple one—to “launch” them 
immediately after the ratification of the agreement. 


|Palkina] Will the agreement that was signed with the 
YeS result in any change in the normative base of 
Russia’s customs regulation? Will it exert an influence, 
say, u. Wpon the recently adopted import tariff? 


[Meshcheryakov] The reconsideration of an import or 
export tariff is the result primarily of a change in the 
economic situation. Let’s take, for example, the export 
tariff. Although it also is rather “fresh,” it has already 
been reconsidered with regard to many items, and in the 
near future it is planned to make significant changes in 
it. 


Relative to the import tariff. By decree of the Govern- 
ment it has already been determined that, prior to the 
end of this year, there will be a reconsideration of a 
number of rates. First of all in those areas where the 
taxation level is especially high. That process is already 
under way. 


[Palkina] The latest annual session of the Council of 
Customs Cooperation (STS) was held in Brussels. Could 
you please discuss its results. 


{Meshcheryakov] I shall dwell upon a few of them. 


The basic attention of the session was directed at the 
results of the GATT Uruguay round that had ended. It 
was there, as everyone knows, that the World Trade 
Organization (WTO) was born. The WTO agreement 
incorporates both the GATT and the results of all the 
subsequent rounds. Essentially speaking, a universal 
mechanism was created: if a country enters the WTO, it 
must automatically adopt all the agreements that were 
developed within the framework of the previous GATT 
rounds. 


That is, there exists a so-called GATT Code of Customs 
Evaluation or an agreement concerning the application 
of Article 7 of GATT, which establishes the method of 
determining the customs value of commodities. As a 
result of the “principle of automatism” 50 countries that 
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are GATT members are required within the next five 
years to adopt or to introduce into their practice the 
GATT methodology. 


There is something else. GATT commissioned the 
Council of Customs Cooperation to develop universal 
rules for defining the country of origin of commodities. 
The task is an exceptionally complicated one, inasmuch 
as this is the very area where one sees the intersection of 
too many interests of various economic groupings, or, if 
one were to state it even more correctly, various centers 
of economic attraction. But after the adoption of these 
rules, they will become mandatory for everyone. 


The STS made a purely symbolic decision concerning the 
new unofficial name of the Council of Customs Cooper- 
ation—the World Customs Organization (VTO)—that 
is, the same as the World Trade Organization [in Cyril- 
lic, also VTO]. The decision was made in order to 
emphasize that the custom-office and legal trade always 
go hand in hand. 


The session in Brussels is valuable not only for its 
working results, but also because among us professionals 
there appears the opportunity to exchange opinions with 
our foreign associates and to obtain information that 
deserves careful thinking. or example, in conversations 
with the STS leadership we learned about the concern 
about the status of customs affairs in a number of the 
CIS states . What is actually occurring there is the 
breakdown of the customs services, when they are sub- 
jected to interminable reorganizations. In certain repub- 
lics during the past two and a he’. years there have 
already been three reorganizations. Factually speaking, 
the services have been deprived of the opportunity to 
work. In certain republics they have not yet managed to 
stand on their own two feet as such, and have already 
been transferred to the makeup of the Minfin [Ministry 
of Finance]. Our associates emphasized that such a blind 
copying by a number of the CIS republics of the experi- 
ence of the developed states where the customs services 
actually do stand on their own two feet and work under 
conditions that are close to sterile ones, results in com- 
pletely tragic consequences. There has been an exodus of 
skilled professionals from a number of customs services 
in the CIS. In certain instances this is linked with the 
possible criminalization of economic life in general. 
That is, there has been a kind of washing out of skilled 
workers with the purpose of preventing them from 
working. 


[Palkina] But was there anything in the STS that made 
people happy about us? 


[Meshcheryakov] Yes. The participants showed great 
interest in the report from the Russian delegation on the 
work performed by the heads of the Council of Customs 
Services of the CIS. The hope was expressed that 
increasing the activity rate of the work of that agency 
may prove to be a necessary counterbalance to those 
destructive tendencies. The participants w -re especially 
enthusiastic in responding to the report that we are close 
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to completing the creation of the fundamentals of the 
customs legislation of the Commonwealth of Indepen- 
dent States. 


Our associates were especially attentive in listening to the 
report on the decision of the Council of heads of the 
customs services of the CIS to create in Moscow an 
information center on the law-enforcement work being 
conducted by the customs services. Inasmuch as the STS 
itself has that kind of center and a computer data base, we 
and our associates now have access to the STS computer in 
an automatic mode at any time of day or night. 


Citibank Executive Views Prospects for 
Investment in Russia 


944Q0509A Moscow DELOVOY MIR in Russian 
18-24 Jul 94 pp 22-23 


[Citibank Executive Milenko Khorvat interviewed 
Georgiy Kuznetsov: “Citibank: Emphasis on Financial 
Assistance Was Wrong’’] 


[Text] Russian Prime Minister Viktor Chernomyrdin 
recently chaired a round-table discussion of Russian and 
foreign businessmen in Moscow. The meeting resuited in 
the formation of the Consultative Council on Foreign 
Investment in Russia. One of the participants in the 
round-table discussion was Milenko Khorvat, director of 
the Moscow branch of Citibank, one of the world’s most 
powerful banks and a subsidiary of Citicorp, a major 
American banking corporation. The Citibank branch in 
Moscow opened in 1988 and is credited with the imple- 
mentation of several major projects involving the 
financing of various sectors of Russian industry. 
DELOVOY MIR asked Milenko Khorvat to give an 
assessment of the meeting and to express his views on the 
state of the Russian economy and the prospects for foreign 
investment. 


nn 


[Khorvat] I think there that with the help of the Consul- 
tative Council on Foreign Investment, there is a real 
chance the “foreign investment express” that Viktor 
Chernomyrdin spoke of could travel at a high speed. We 
executives of companies that participated in the meeting 
left with a sense of satisfaction, seeing that Russian 
government leaders understand the role and usefulness 
of foreign investment for the country. And it is a pity 
that we were unable communicate these impressions to 
the mass media with sufficient clarity. Our impressions 
were highly positive. It is very important that the leaders 
of major foreign firms spent two and a half days working 
together with government officials and that Cherno- 
myrdin took part in the sessions, which he had not been 
scheduled to do. Such things happen infrequently and 
not in every country. 


The improvement in the financial climate that the prime 
minister promised hardly means preferences for foreign 
firms over Russian companies. That climate should 
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improve for everyone, especially considering that many 
Russians have money abroad, awaiting better times. | 
give V. Chernomyrdin credit for taking the initiative in 
discussing this problem. I think that members of parlia- 
ment, business, middle- and low-level administrators, 
and the press should take part in it. If a consensus can be 
achieved, investments will not be something that is 
imposed from above and resisted from below. 


[Kuznetsov] So you have a positive view of the round- 
table discussion and the creation of a council that 
includes foreign specialists in business, finance, and 
investment. What next? 


{[Khorvat] We formed three commissions that will 
engage in very specific work aimed at realizing the ideas 
that were expressed. 


[Kuznetsov] Foreign participants in the meeting called 
for lower taxes and improvements in other conditions in 
which they operate. The prime minister promised a “‘tax 
vacation,” long-term land leases, concessions, and so 
forth. Will all that be enough to attract investment? 


[Khorvat] I hope it will. But the most important thing 
that the foreign company officials called attention to is 
not the level of taxes, but the stability of the taxation 
system. The lack of such stability is an obstacle to the 
development of both foreign and domestic production. 
For example, in 1992 a company, our client, began 
working in oil extraction, paying nine different types of 
taxes and fees, and ended being forced to pay 34. 


It is natural that the state obtains its basic revenues from 
oil. But it is important that the government understand 
that the rules of play cannot be changed in the middle of 
the game. Established taxes and fees cannot be 
“enriched” by introducing new ones every month. In this 
case [illegible]. Stability is the most important factor. 
Although, of course, tax breaks are a significant factor in 
attracting investment, be it in an industry, a region, or in 
the nation’s economy as a whole. And another thing: 
There should be no unilateral preferences for foreigners. 
Both your own and foreign businessmen should be 
eligible for preferential treatment on equal grounds. 


[Kuznetsov] In 1993 the First Boston Bank, which 
belongs to Credit Suisse, bought from two to five percent 
of the shares in Surgutneftegaz [Surgut Oil and Gas], 
Noyabrskneftegaz [Noyabrsk Oil and Gas], Purneftegaz 
{Pur Oil and Gas], and the Komineft [Komi Oil] Joint 
Stock Company, 2.76 percent of LUKoyl [LUK Oil], 
Russia’s largest oil company, and 5.5 percent of the 
shares of Kolymaneftegaz [Kolyma Oil and Gas]. The 
total investments of that bank alone in securities in 
Russian enterprises amounted to more than $500 mil- 
lion last year. On one hand, this shows that business in 
Russia is possible, that investments are going ahead. But 
on the other hand, the opposition acquired grounds to 
argue that the “country is being sold off.” 
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{Khorvat] One could of course assert that a little piece of 
Russia was sold for $500 million. But one could also take 
a different approach to this problem: $500 million was 
invested in the Russian economy, and after going to 
work it will make possible the production of three to four 
billion in output in the near future, since that money is 
being accompanied by new technologies and know-how. 
To produce, you have to have money. 


Concerns that any assets are being sold to foreigners and 
that foreign capital is coming are characteristic of all 
countries. In the United States, for example, there was a 
considerable uproar in the 1980s over the claim that the 
Japanese were “buying up” the United States. That’s 
reality. But the reality also is that a hunt for investment 
capital is under way in the world. And if Russia decides 
to decline foreign investment, it will readily be accepted 
by China, Vietnam, and other countries. 


[Kuznetsov] The second stage of privatization—cash 
privatization—is beginning in Russia. Is Western capital 
interested in participating in this stage? 


{[Khorvat] Yes. But there are two types of foreign capital 
investment. The first is industrial investment. This type 
of capital was represented by the executives of the 
companies that participated in Chernomyrdin’s round- 
table sessions, including us. Investing a certain sum of 
money, they are setting up their own enterprises in 
Russia and are engaging in production, such as Coca- 
Cola, Mars, Procter & Gamble, and various banks. They 
are not interested in acquiring shares in Russian enter- 
prises. The second type is portfolio investments. In this 
instance firms with money invest it in shares in various 
types of enterprises, such as oil or machinery manufac- 
turing firms. 


[Kuznetsov] Like First Boston? 


[Khorvat] Yes, like that bank. But it buys [illegible], 
perhaps for one of its clients. So far these firms have not 
become involved in the privatization process, since the 
voucher was something incomprehensible and compli- 
cated for them. The cash privatization stage will be very 
attractive for them, although it still has to be clarified 
just what portion of privatized enterprises will remain in 
the hands of the state, who will sell the shares, how they 
will be regulated, and so on. But enterprises whose shares 
will be sold on the market will be able to obtain enor- 
mous amounts of money to use as working capital, to 
modernize their production, and so on. 


The second stage of privatization could become a truly 
unprecedented event in capital investment in all world 
history, for nothing like it has ever existed. The interest 
of foreign investors in it is enormous. But the process 
must be clearly structured from the legal, economic, and 
organizational viewpoints; investors must have a clear 
picture of what Russia wants to do. They have to know 
that three months from now the Duma its not going to 
enact a new law declaring all sales of shares invalid. 
There has to be a clear-cut system for registering the sale 
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of securities, for holding certificates, for transferring 
property from one pair of hands to another when it is 
sold, and for transferring money. Russia has no such 
mechanism as yet. But the government, specialists, and 
Western experts, including representatives of our bank, 
are working to create it. If the terms governing the use of 
securities used in the West are not observed, there will be 
no investment. 


Up to $10 billion could be invested in the Russian 
economy this year in the cash privatization stage. If 
someone had told me just two months ago that tens of 
billions could be at stake, | would have answered that 
that was an enormous exaggeration. Now I can say that 
that prediction may be optimistic, but the figure is 
within the realm of possibility. 


[Kuznetsov] The round-table discussion on investment 
issues virtually coincided with the presidential edict on 
broader access to Russian markets for foreign banks. Do 
you see that liberalization as a serious step forward? 


[Khorvat] It is a half-measure that did not dispel doubts 
as to the government’s real intentions in this area. 
Specifically, this is because United States banks do not 
come under the decree, because the Duma has not 
ratified the agreement on protecting capital investments. 
I find it strange that a mere half-step forward is being 
taken, because this will result in lost time from the 
standpoint of rebuilding and developing the Russian 
economy. 


To be honest, I’m at a loss to understand why the 
government is devoting so much attention to the 
problem of banks. The banking system is hardly the 
engine of the economy, but only a lubricant. It serves to 
transmit funds, helping the economy function. I myself 
am a banker, but I say that excessive attention is being 
devoted to banks in Russia at the expense of the produc- 
tion sectors. It would be better if the “factors” changed 
places and more attention were paid to production, 
including the processing industry. 


[Kuznetsov] You are of course familiar with the argu- 
ments of the Association of Russian Banks, which 
opposes access to the country’s finances for foreign 
banks. What can you say about this? 


{Khorvat] In my opinion, those arguments are not very 
serious. In response to them, I would point to the figures, 
which are more eloquent than words. The ARB asserts 
that the Russian banking system is still too young and 
fragile and needs protection. The authorized capital of 
Citibank in Moscow is $15 million. But such represen- 
tatives of a system that is “young, fragile, and in need of 
protection” as Vneshtorgbank [Foreign Trade Bank] has 
an authorized capital of $600 million, and Tokobank 
$400 million. Or take MOST-Bank, Menatep, Inko- 
mbank, or Stolichnyy Bank—are they fragile and in need 
of protection, warm sunshine and careful watering? They 
don’t seem so to me, at least in practice. And for this 
reason I would like to know specifically, by name, just 
who needs protection. 
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[Kuznetsov] Small banks, obviously. 


[Khorvat] They are threatened not by foreign banks, but 
by the large national banks, which in the course of 
competition could swallow them. 


It is claimed that foreign banks are “shutting off the 
oxygen” for the entire Russian banking system. But there 
isn’t a country in the world where foreign banks have 
more than 20 percent of the total capital, with one 
exception—the United States. Citicorp has subsidiary 
banks is 89 countries, and we do not have more than 15 
percent of the capital in any of them. How can dominate 
the world’s largest country? Incidentally in the United 
States foreign banks have the largest market share in the 
world—34 percent. And no one is complaining, because 
they all understand that these banks have brought capital 
to the United States from other countries, and that 
capital is working in our country. 


Some think that with its billions, the West can use banks to 
strangle Russia’s entire banking system. But Citibank’s 
authorized capital is $15 million, and this means that our 
total deposits, under the Central Bank’s regulations, 
cannot exceed $285 million, as our ceiling is $300 million. 


The argument is used that foreign banks will draw all the 
specialists. But of my 47 employees, only three had worked 
in banks previously. We trained the rest ourselves, at our 
own expense. And if tomorrow Citibank leaves Russia, 
these specialists will remain as a valuable asset. 


The accusation that, by charging less than Russian banks 
for our services, we will undermine their financial well- 
being isn’t serious either. But if the services I offer are 
better, why should I value them at a lower rate? Even if 
I tried to do that, the share-holders would kick me out. 


But what seriously concerns me is that while restrictions 
on European banks have been lifted, they remain in 
place for American banks. Is this an attempt to isolate 
American banks? 


[Kuznetsov] To all appearances, everything hinges here 
on the unratified agreement. 


{[Khorvat] We haven't seen the presidential edict yet. As 
regards the lifting of restrictions on European banks, it 
could be heard that the lifting was a condition for signing 
the agreement on partnership with the European Union 
on Corfu. If we were excluded deliberately, it can be 
concluded that we really must be doing a good job. 


[Kuznetsov] What is Citibank doing in Russia? 


{[Khorvat] We are a commercial bank. We do not sell 
products in the form of loans or credits, but find clients 
and work with them: We obtain money on their behalf, 
convert it, and provide support for cash operations. In 
addition, if the bank is working with a client engaged, 
say, in the production of lumber products, we help him, 
using our channels of communication with clients in 
other countries working in the same field, to obtain new 
technology, modernize operations, and increase profits. 
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Citibank’s operating principle is like a big secret that | 
can reveal: think first of the success of your client, and 
your own profit will come in and of itself. If a client is 
satisfied with our services, we will come back to us. 


Let me cite a couple specific examples of Citibank’s 
operations in Russia. A $55-million transaction was 
carried out with the Bratsk Pulp and Paper Combine to 
buy equipment for its modernization. The project is 
supported by the US Export-Import Bank. Citibank is 
the world’s largest “conductor” of finances to companies 
whose projects pass through the Export-Import Bank. 


Late last year Russia and the US signed a framework 
agreement on oil and gas providing $2 billion in guaran- 
tees: Russian producers are buying equipment to rebuild 
abandoned oil and gas wells. The project guarantees a 
rapid return. We were authorized to provide financing 
for the first part of the deal, valued at $250 million. That 
is a sizable contribution. When a quarter of a billion 
dollars goes into a country to “revive” old wells and to 
quickly produce output, there can be no doubt that that 
bank is providing a service. 


Without going into detail about our clients, I can say that 
they fall into three categories: |) foreign companies’ 
subsidiary enterprises in Russia, and major investors 
with whom we have ties going back decades; we do 
business with these investors in 30 to 40 countries, and 
Russia is a new link in this chain of cooperation; 2) 
Russian financial institutions, banks, and insurance 
companies; and 3) other companies working in Russia 
with which we have not had previous contacts. 


[Kuznetsov] There is much talk in official circles about a 
stabilization of the economic situation in Russia and a drop 
in the level of inflation. Do you share that 
optimism? 


[Khorvat] Without a doubt, there is a whole series of 
indications of an improving economic situation. 
Declining inflation is one of them; five to six percent a 
month is still a lot by Western standards, but when you 
compare it to 20 percent in December and January... I 
think that an improvement is now under way in a series 
of sectors, although it is not reflected in statistics. The 
reduction in production volumes doesn’t look so terrible 
if you consider how much utterly unwanted, poor- 
quality products were being produced before, and the 
enormous amounts of raw materials and energy that 
were used to make them. 


[Kuznetsov] What can you say about the current ruble 
exchange rate as an indicator of economic stability? 


{[Khorvat] In the past six months the policy of the 
Russian Central Bank has enabled the ruble to gradually 
level out just below the level of inflation. This has made 
it clear to all that the Central Bank is in control of the 
situation. Whereas before it was impossible to do busi- 
ness because of the unpredictability of the ruble 
exchange rate, today one can more or less accurately 
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predict the price of goods. An awareness of the need to 
gradually change the exchange rate and the ability to do 
sO in practice is a significant achievement for the Central 
Bank. And I want to mention something: The creation of 
a market in state treasury bonds by the Central Bank and 
the Ministry of Finance. This is the only real market in 
Russia today. Everything else is either in a semimarket 
state or the “wild West,” in which no rules of play are 
recognized. The growth of the state treasury bond market 
to $700 million at the last auction in June represents 
enormous progress. 


We foreign members of the Consultative Council look at 
what is happening in Russia with different eyes than do 
Russians. And when we see that the government has 
succeeded in carrying out two or three major auctions of 
a market character, we see this as grounds for optimism. 
If Russia takes up the problems of taxes, import tariffs, 
etc., these problems will be solved. 


[Kuznetsov] The inflation figures might be soothing, but 
every citizen experiences the rapid price increases, which 
exceed the average statistics, in his personal budget. Rising 
prices are hurting the consumer. Are they hurting exports? 


[Khorvat] Russian exports are by no means cheap. An 
accurate calculation of the production cost factors shows 
that Russian aluminum cannot go at the old low prices— 
it is not competitive at all. Oil and gas are making a 
profit so far. But if the exchange rate is artificially 
restrained, exports will be hit, as happened at the end of 
last year, when former Finance Minister Boris Fyodorov 
artificially kept the exchange rate at 1,250 rubles to the 
dollar, until exporters rebelled; ruble production costs 
rose sharply and trading became unprofitable. I repeat: 
Given a smooth, controlled lowering of the ruble’s value, 
there will be no danger to exports. But you simply have 
to use external resources to modernize your processing 
industries, in order to produce competitive goods and 
take them to world markets; you cannot live off sales of 
raw materials forever. 


[Kuznetsov] At the Naples meeting, Russia for the first 
time in the recent past did not ask for money, but 
insisted on the removal of artificial barriers in trade, 
above all with the United States. Do you agree with that 
position? 


[Khorvat] Absolutely. The Consultative Council on For- 
eign Investment created a special committee to work 
with our governments and influence them in the interests 
of removing barriers in trade with Russia. As private 
citizens we believe that it would be better if Russia 
produced goods and sold them freely on world markets, 
instead of receiving financial aid from the West. The 
emphasis on financial aid was wrong. I think that what 
Russia needs is not aid but assistance in developing its 
industrial infrastructure in order to realize its potential, 
which is enormous. This is exactly what Citibank, as a 
private company, wants to see. 
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Talks Between Aviation Firms, Foreign Partners 
Reported 


944Q0508A Moscow KOMMERSANT-DAILY 
in Russian 22 Jul 94 p 1 


[Article by Sergey Gornov and Yevgeniy Ostapov] 


[Text] Last evening the Russian president signed an edict 
establishing a single complex out of the Design Office imeni 
Ilyushin and the Voronezh Aviation Plant. Carried out in 
correspondence with world practice, this unification of devel- 
opers and producers will make it possible to initiate series 
production of new airliners in the immediate future. An 
experimental model of an II-96M with Pratt & Whitney 
engines and Rockwell-Collins avionics was created by the 
Aviation Complex imeni Ilyushin in 1991. In its three-class 
variant (first, business and economy classes) the II-96M will 
accommodate over 300 passengers. The airplane has fully 
confirmed the flying and technical characteristics embodied 
in the design. As of today the experimental model has clocked 
360 hours in the air. The Il-96M evoked considerable interest 
at international exhibitions, and there are presently 40 
options for its purchase. By the year 2000 the aviation 
complex plans to produce 24 II-96M airplanes. 


Talks between the Aviation Complex imeni Ilyushin, the 
Voronezh Aviation Plant and a group of foreign partners 
went on for 2 days in Voronezh and Moscow. They were 
devoted to the beginning of series production of an airplane 
of a new generation, the Il-96M/T, equipped with Pratt & 
Whitney engines and Rockwell-Collins avionics. Yesterday 
a protocol was signed determining the deadlines for starting 
series production and for certifying the airplane. The gen- 
eral client has also been identified. It will be the company 
Aeroflot-Rossiyskiye Mezhdunarodnyye Avialinii. Thus the 
matter of series production of a new airplane meeting world 
standards has gotten off the ground. 


According to a statement made at the negotiations by 
Genrikh Novozhilov, the general designer of the Aviation 
Complex imeni Ilyushin, the Voronezh Aviation Plant is the 
only one in the country capable of manufacturing wide-body 
passenger airplanes for civil aviation. Moreover it possesses 
unique production facilities for the manufacture of aviation 
equipment at the level of world standards. The plant has 
already initiated series production of the II-96-300 with 
Russian PS-90 engines. These airliners are being used by 
Aeroflot for flights to the Far East, as well as to the United 
States and Southeast Asia. The enterprise was able to 
renovate production and initiate manufacture of the new 
airplanes at its own expense. In the words of Mr. Novozhi- 
lov, the Il-96M/T with its Pratt & Whitney engines and 
Rockwell-Collins avionics will be an improvement over the 
Il-96-300. This will make it possible for the new airliner to 
compete honorably with Western analogues. Around 20 
American and German firms will supply parts for the new 
airplane. In this case it is important not only to begin series 
production of the Il-96T/M, but also to organize a system 
for maintaining it and supplying spare parts. 


In the words of Albert Mikhaylov, general director of the 
Voronezh Aviation Plant, the main problem in series 
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production of the Il-96M/T is financial investments. 
Investments of $54 million will be needed prior to the 
year 2000 for production of the new airplanes. The 
number of Il-96M/Ts produced may be increased by 
providing the procedures and equipment to other Rus- 
sian aviation plants. Mr. Mikhaylov noted that this 
airliner, which is not inferior to the best foreign ana- 
logues, will cost about a third less. Potential clients from 
the United Arab Emirates, Australia and Taiwan are 
already interested in the airplane. 


Series production will begin in Voronezh with the cargo 
variant—the IL-96T. It is capable of carrying cargo 
weighing 92 tonnes over a distance of 9,000-11,000 km. 
The first Il-96T is to be manufactured by the end of 1995. 
Then production of the passenger modification—the II- 
96M—will be initiated. The airplane is to be certified in 
1996 on the basis of Russian and American norms, in 
cooperation with the U.S. Federal Aviation Administra- 
tion. Such is the minimum program of the plant, which 
must be carried out without any special outlays and 
reequipment, on the condition of parallel production of 
the I1-96-300, which ts still in demand. 


In the words of Marshall Robinson, the chief of the 
1l-96M/T project from America’s Pratt & Whitney, an 
entire group of American firms is participating in the 
project to create the Il-96M/T, and is investing resources 
into it. Their outlays may be compensated only after sale 
of the manufactured airplanes, but they are prepared to 
take the risk in the hope of future success. In the 
meantime there are buyers for the airplane already. In 
the words of Vladimir Tikhonov, president of the airline 
company Aeroflot-Rossiyskiye Mezhdunarodnyye Avi- 
alinii, his airline company has signed an agreement to 
purchase 20 Il-96T/M airplanes for passenger and cargo 
shipments. Aeroflot will also take an active part in their 
certification. This interest of the airline company is 
explained by the fact that because of problems in pro- 
ducing new aviation equipment in Russia, Aeroflot was 
forced to lease five European A-310 airbuses and charter 
two American Boeing-767 airliners, which was of course 
associated with additional financial outlays. 


Energy Laws Undermine Foreign Investors’ 
Confidence 


944Q00508B Moscow KOMMERSANT-DAIL} 
in Russian 22 Jul 94 p 4 


[Article by Yevgeniy Zyrin, chief, Investment Trading 
Division, Russian International Cooperation and Devel- 
opment Agency: “Legislative Wrongdoing May Conclu- 
sively Undermine the Economy of Russia’s Oil and Gas 
Extracting Sector’ ] 


[Text] The second quarter of 1994 and the beginning of 
the third were marked by a number of legislative actions 
by the president, the government of the Russian Federa- 
tion and the State Duma. 


Thus, on 23 May the president signed the edict “On 
Rescinding Quotas on and Licensing of Deliveries of 
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Goods and Services for Export,” and on 1 July he signed 
the edict “On Deliveries of Oil and Petroleum Products 
for Export in 1994.” The Russian government adopted the 
two decrees “On Tariff Concessions in Relation to Oil and 
Petroleum Products Produced Locally and Exported From 
the Russian Federation” and “On Establishing Differen- 
tiated Excise Rates on Oil Extracted in the Russian 
Federation” on 19 and 27 May respectively. And in June, 
the State Duma was finally able to examine the bill “On 
Oil and Gas” in its first reading. 


In the opinion of a number of Russian foreign specialists 
this legislative boom has done even more to undermine the 
faith of Western businessmen in the possibility of investing 
capital into Russia’s economy. Two wit, experts of the 
journal EUROMONEY placed our country in the second 
hundred in terms of business reputation—that is, they 
placed it far below Hungary, Colombia, Botswana, Ghana, 
Romania, Poland, Cuba and many CIS countries. 


The president’s 23 May edict and the government's 29 
May decree created conflict right from the moment of 
their adoption. The edict rescinded all customs conces- 
sions, including for joint ventures in oil and gas industry, 
while the decree offered them. The president’s 23 May 
edict hadn’t even become effective before a new edict 
was signed at its heels on | July, extending to | January 
1995 the currently existing procedure for delivering oil 
and petroleum products for Federal state needs and 
according to quotas of enterprises on the basis of licenses 
issued by the Russian Federation Ministry of Foreign 
Economic Relations, and concessions pertaining to cus- 
toms duties on the indicated deliveries. A highly experi- 
enced Russian official realized in time that the levers of 
influence upon the enterprises must not be released. 


But the government decree of 19 May gave him these 
levers. The procedure this decree foresees for obtaining 
concessions is extremely complex. It consists of two 
stages. In the first, the joint venture must itself carry out 
the calculations for the amounts of the concessions and 
the times for which they are granted, which are then 
subjected to an audit. In the second stage, the calcula- 
tions are analyzed by an interdepartmental commission 
formed by the Ministry of Fuel and Power Engineering, 
the Ministry of Economics, the Ministry of Foreign 
Economic Relations and the Ministry of Finance. The 
results of their analysis are used to prepare a government 
decision, on the basis of which the Ministry of Fuel and 
Power Engineering issues the necessary certificate for | 
year. The certificate, and a certificate indicating that the 
products had been produced by the particular venture, 
are the grounds upon which state customs control ser- 
vices pass the products for export. Supervision over 
realization of granted privileges is the responsibility of 
the Federal Currency Regulation and Export Control 
Service. 


This newly developed scheme of granting customs con- 
cessions is essentially a complicated variant of the 
scheme that was foreseen by the law “On the Customs 
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Schedule”’ (1993) and by the government decree on tax 
concessions for joint ventures (1992). But most joint 
ventures never did receive any of the promised conces- 
sions on their basis. 


Moreover the 19 May decree of the Russian government 
never did solve the problem of exporting oil through 
special exporters. The principal authors of this docu- 
ment—the Ministry of Fuel and Power Engineering and 
the Ministry of Economics—would hardly be able to 
justify by calculation a 3-year period for concessions 
pertaining to exports of oil and petroleum products—the 
cornerstone of the decree. 


Having adopted the decree “On Establishing Differenti- 
ated Excise Rates on Oil Extracted in the Russian 
Federation” in late May 1994, in accordance with which 
taxpayers are obligated to pay tax according to new rules 
as of 1 May—in rubles for every tonne of oil and gas 
condensate, first of all the government changed its deci- 
sion on the procedure for charging the excise foreseen by 
the April decree, and second, it continued the practice of 
establishing norms after the fact. The latter contradicts 
the Constitution of the Russian Federation (Article 15), 
which does not allow normative acts to be retroactive. 
This may result in a precedent under which taxpayers 
will be compelled to seek protection from actions of the 
Russian government in the courts. 


In this situation examination of the bill “On Oil and 
Gas” in June in the State Duma in its first reading was 
especially important. It is intended to support control 
over Russian oil and gas resources. The draft of this law, 
the writing of which was started more than 2 years ago, 
foresees the following basic provisions: 


retaining state ownership of oil and gas deposits; 


granting licenses for the right to use the subsoil on the 
basis of the results of competitive bidding and auctions 
to both legal entities and individuals; 


allowing transfer of rights foreseen by a license agree- 
ment, with the consent of the license issuing agencies; 


allowing different forms of ownership of oil and gas 
extraction facilities—state, municipal, private; 


establishing a procedure for determining the share of 
extracted oil to be the property of the holder of the 
license. 


After adoption of the law “On Oil and Gas,” differences 
between the Center and the regions regarding the rights 
of ownership of deposits must be eliminated. These 
differences became especially acute following the signing 
of two presidential edicts in December 1993: ‘On For- 
mation of the Republican Budget of the Russian Feder- 
ation and Mutual Relations With Budgets of Subjects of 
the Russian Federation in 1994” and “On Some 
Changes in Taxation and in Interaction of Budgets of 
Different Levels.” 
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At the same time if the law “On Oil and Gas” is adopted 
in today’s wording, this law’s provision on transfer of 
rights will conflict with provisions of the law “On the 
Subsoil.” It should be noted that the State Duma has 
only recently begun examining draft amendments to the 
law “On Subsoil” in its working committees. Moreover 
these amendments contain an item foreseeing the possi- 
bility for issuing licenses for the right to use the subsoil 
on a noncompetitive basis. 


Unfortunately a very important item has been left out of 
the bill “On Oil and Gas” and the draft amendments to 
the law “On the Subsoil”—imparting a value to licenses 
for the right to use the subsoil. This could permit the 
owner of a license to use it as security on a bank loan. 


The Russian government and the president’s administra- 
tion are hoping that when the new package of laws on 
foreign investments is adopted and a special advisory 
council on these issues is created—plans for which were 
brought to the awareness of the entire planet, the invest- 
ment climate in Russia will improve. However, simple 
analysis of the above actions by legislative and executive 
authorities reveals absence of a true interest on their part 
in improving the investment climate. It is probably no 
accident that by his May directive Aleksandr Shokhin 
liquidated the Russian International Cooperation and 
Development Agency—a federal body that was created in 
late 1992 to coordinate efforts to attract foreign invest- 
ments for the Russian economy. Even if the package of 
laws on foreign investments is adopted in the immediate 
future, the fate awaiting it will most likely be the same as 
that of the present law “On Foreign Investments in the 
RSFSR.” After 3 years, practically nothing of it remains. 


What is the result? Russia continues to export its raw 
material resources, including oil and gas, at dumping 
prices. And while export prices decreased in 1993 in 
comparison with 1992 by 20 percent for Russian oil, 39 
percent for petroleum products and 11 percent for gas, 
what sort of drop in these prices should we expect after | 
January 1995, when Presidential Edict No 1007, 23 May 
2994 “On Rescinding Quotas on and Licensing of Deliv- 
eries of Goods and Services for Export” becomes effec- 
tive? The hope does of course remain that officials will 
draft—and the president will sign—a new edict “On 
Delivery of Oil and Petroleum Products for Export in 
1995” in time. 


Foreign Investment in Air Traffic Control System 


944Q00516A Moscow KOMMERSANT-DAILY 
in Russian 21 Jul 94 p 9 


[Article by Igor Pichugin: “Americans and Europeans 
Have Divided Russia’s Skies: Air Traffic Control System 
Is Being Modernized”’} 


[Text] According to a report from the Russian Federa- 
tion Ministry of Transportation, Russian and American 
specialists have begun studying the problem of modern- 
izing the Far Eastern region’s air traffic control system. 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owner(s). 














FBIS-USR-94-088 
15 August 1994 


The American side is represented by the Buz-Allen 
Hamilton company, and the U.S. Agency for Trade and 
Development [as published] has undertaken to finance 
the technical and economic feasibility studies. This 
project, like the anticipated automation of the Moscow 
air region’s information zone of responsibility (Euro- 
pean companies will take part in its implementation), 
will replace the program for the comprehensive modern- 
ization of the entire Russian air traffic control system. 


The development of master plans for modernizing the 
complete Russian air traffic control system was under- 
taken by two consortiums headed by the American 
Westinghouse company and the French Thomson com- 
pany. They obtained similar estimates of total costs— 
about $5 billion. Their calculations assumed an increase 
in the number of flights by foreign airlines through 
Russia’s air space and, accordingly, an increase in trans- 
Russian traffic. However, it turned out that the number 
of flights in Russian air space was not increasing, and 
had even somewhat declined. Therefore, Russian 
authorities considered implementation of the compre- 
hensive program financially unwarranted, and it broke 
down into individual regional parts. 


In the Far East the initiative was taken by Americans 
interested in increasing the safety and intensity of their 
airlines’ flights in the Pacific region. The Europeans have 
manifested a similar interest, but in modernizing the air 
traffic control system in the Moscow air region. The 
Moscow program, estimated at $500 million, is being 
financed by the EU in the stage of the development of 
technical and economic feasibility studies. The question 
of repaying bank credit obtained for the modernization 
project through payments for the use of air space is 
presently being discussed by the European Bank for 
Reconstruction and Development, the MVB [expansion 
unknown], and a number of German banks. 


In the context of the Moscow program, competitive 
bidding will be announced for supplying equipment and 
performing installation work. Thomson, which has 
already worked on accomplishing this objective, has a 
decent chance of winning the competition. The Siemens 
company’s Department of Comprehensive Automation 
Systems, which holds second place in the world, after 
Thomson, in supplying air traffic control systems, also 
plans to take part in the competition. The department’s 
executives admit that they have been late in coming to 
Russia, but they believe that they have learned to orient 
themselves in the situation here. Their joint work with 
the Petersburg VNIIRA [expansion unknown] Institute 
on a contract for modernizing air traffic control systems 
in Kazakhstan may give them a good boost. In order to 
solve the problem of compatibility (Western and Eastern 
radars have different ways of recognizing aircraft), the 
Germans and their colleagues from Petersburg intend to 
develop a new version of radar and produce it through 
the joint efforts of the VNITRA and Siemens’ American 
subsidiary, Cardion. This project is not too large for 
Siemens ($60 million), so the partners have not gone so 
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far as to establish a joint venture. But in case it partici- 
pates in the Moscow program, Siemens is prepared for 
closer cooperation. 


Another interesting nuance: Siemens has bought a license 
from the relative small Moscow Softaero company for its 
software product known as “Air Traffic Controller's Work 
Place,” and it is presently integrating it into its air traffic 
control system. It may turn out that Moscow air traffic 
controllers will be working in a software environment 
developed by their fellow countrymen. 


Oil Exporters Form Association 


94400516B Moscow KOMMERSANT-DAILY 
in Russian 21 Jul 94 p 10 


[Article by Igor Popov: “Ministry of Foreign Economic 
Relations Sets Up Ties Relations With Existing Associ- 
ations and Establishes New Ones: Exporters Unite to 
Form Unions” } 


[Text] At the beginning of June the Ministry of Foreign 
Economic Relations supported a new concept for regu- 
lating and controlling Russian exports through the use of 
branch associations of exporters. After that historic deci- 
sion, the ministry launched a broad-scale effort to set up 
close ties with existing industrial-branch unions and 
establish new ones. Thus, at the beginning of July a 
decision was made (o establish a branch association of 
exporters of ammonium nitrate. And the result of a 
conference yesterday in which representatives of the Min- 
istry of Foreign Economic Relations took part was a 
decision to establish an analogous union of petroleum 
exporting enterprises. 


The activeness of the Ministry of Foreign Economic 
Relations is understandable. The state of uncertainty in 
which the agency found itself after a number of fairly 
contradictory acts of the executive branch had come out 
forced the ministry’s leadership to resort to the assis- 
tance of voluntary industrial-branch associations of 
exporters. It should be noted the regulation of exports 
and coordination of export pricing policy and general 
strategy through such associations is not a Russian 
invention but a form widely employed in the West. For 
the Ministry of Foreign Economic Relations, the accom- 
plishment of this task is made easier at present by the 
fact that such associations already exist in a number of 
sectors of raw-materials export. They have managed to 
amass a fair amount of experience not just in defending 
their members’ interests within the Ministry of Foreign 
Economic Relations itself and in the world market, but 
also in successfully combating dumping. The strongest of 
the associations that have been established are already 
recognized by analogous organizations in the West and 
regularly invited to international conferences on market 
conditions, which ministries and departments have long 
since lost the habit of attending. 


The process of establishing the new unions and their 
influence on Russia’s export policy with the participa- 
tion of the Ministry of Foreign Economic Relations may 
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speed up considerably. The recent decisions to establish 
branch unions of ammonium nitrate exporters and 
exporters of petroleum and petroleum products may 
serve as an example of this. It is no secret that these 
sectors of Russian production and export are the least 
coordinated by virtue of the large number of enterprises 
working in the market. However, the ministry managed 
to persuade them of the advisability of uniting by 
transferring part of its powers to the unions in actuality, 
and not just on paper. The functions transferred by the 
Ministry of Foreign Economic Relations to the branch 
associations appear to be genuinely serious. They 
include the joint registration of special exporters and 
export contracts, the establishment of a unified data base 
for Russian exports, the enlistment of associations in 
drafting normative acts pertaining to foreign trade, and 
the transfer of “exclusive jurisdiction” in awarding of 
certificates of association membership and registering 
them with appropriate international organizations and, 
correspondingly, certifying the quality of goods supplied. 


As of today, the Ministry of Foreign Economic Rela- 
tions’ Main Administration for the Regulation of For- 
eign Economic Activity has, for all practical purposes, 
completed the basic work in preparing a report memo- 
randum to the government and a draft government 
decree on voluntary associations of exporters. Consulta- 
tions with exporters, existing associations and top min- 
istry executives have also been completed. At the begin- 
ning of August documents will be turned over for legal 
inspection, and in the middle of the month we can expect 
the decree itself to be signed. 


‘Moskvich’ Auto Plant Seeks Foreign Investment 


94400490A Moscow ROSSIYSKAYA GAZETA 
in Russian 19 Jul 94 p 3 


[Article by Aleksandr Borodulin: ““Moskvich’ Chooses a 
Partner] 


[Text] The “Moskvich” joint-stock company, which con- 
sists of the vehicle assembly facility in the capital, plants 
in Krasnoarmeysk (Saratov Oblast) and Sukhinichi 
(Kaluga Oblas.), a technical maintenance firm, and enter- 
prises of the socioconsumer complex, is determined to lead 
one of the country’s largest automotive engineering 
enterprises out of its state of severe crisis. 


In January financial difficulties forced the vehicle plant 
to stop producing passenger vehicles. These difficulties 
were caused by the dramatic increases in the cost of 
materials and energy, delays in shipments of compo- 
nents, and the declining demand for the ““Moskvich.” 


Today the problems of the joint-stock company were 
discussed at a working conference held by First Vice 
Premier Oleg Soskovets of the government and Moscow 
Mayor Yuriy Luzhkov. 


According to ““Moskvich” General Director Yuriy Boro- 
din, the main objective now is the completion of the 
engine plant. This lengthy construction project has been 
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costly for the plant and for the city. The huge 130,000- 
square-meter building is still full of uninstalled and 
expensive (350 million dollars) imported equipment that 
was purchased by the Soviet leadership. Obviously, the 
warranty period for this equipment has already expired, 
and its installation will require 15-18 billion rubles. This, 
however, is only part of the problem. The completion of 
the whole project will require the purchase of an equiv- 
alent quantity of machine tools. 


The new family of engines, which are supposed to 
replace the obsolete 72-75 horsepower carburetor motors 
of the Ufa plant (which were designed for the 
““Moskvich-41 2°’), could make Moscow’s passenger vehi- 
cles competitive. 


The plant administrators have been asking the govern- 
ment for an investment credit in hard currency, which 
could be the solution. Oleg Soskovets expressed his point 
of view unequivocally: The construction project has to 
be completed, and the Ministry of Economics, Ministry 
of Foreign Economic Relations, and Ministry of Finance 
will have to be involved in its completion. The first 
prime minister asked about the production plans of the 
joint-stock company. According to Yuriy Borodin, the 
enterprise is gradually emerging from the winter crisis. 
One distinctive feature of this is the expansion of the 
variety of products with virtually no domestic counter- 
parts. ““Moskvich” hopes to produce extremely scarce 
vehicles, such as fork-lift trucks, trailers, vans, and 
pick-ups with a removable camper shell, and also “‘first- 
aid” vehicles, jointly with Ukrainian firms undergoing 
conversion. The joint-stock company is also cooperating 
on a broader scale with the domestic defense complex, 
seeking backup suppliers capable of producing parts and 
components of comparable quality at a lower price than 
traditional suppliers. 


Yuriy Borodin believes that close cooperation with the 
leading foreign firms, comparable to the form of coop- 
eration that led to the establishment of the Belorussian 
Vehicle Plant in the early 1970s, is essential today. After 
analyzing the bids and studying the different vehicle 
models of leading world firms, experts from “Moskvich” 
have narrowed the choice down to the economy cars, 
microbuses, and vans of the Fiat, Peugeot, Volkswagen, 
and Hyundai companies. It is possible that the “magnif- 
icent four” will be joined by Ford, but the foreign firms 
are demanding government guarantees. 


Service To Help Firms Attract Foreign Business 


944Q00490B Moscow DELOVOY MIR in Russian 
13 Jul 94 pl 


[Report on press conference in Russian Federation 
Chamber of Commerce and Industry on 12 July 1994: 
“Consulting Center for Russian Businessmen”’] 


[Text] The joint plan of the Commission of the European 
Union and the Russian Federation Chamber of Com- 
merce and Industry (TPP), “Consulting Services for 
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Russian Enterprises in Negotiations with Foreign Part- 
ners,’ was presented yesterday evening in the conference 
hall of the RF TPP. This would be a network of agencies 
offering consulting services to Russian enterprises and 
firms on various aspects of business. The RF TPP would 
represent the Russian side in this project, and the foreign 
partners would be Britain’s Sinclair Roche & Temperley, 
Ernst & Young, W.S. Atkins Consulting Engineers, and 
David Keltie & Partners, Patent Agents. 


This project, which will cost more than a million ecus, 
will be carried out as part of the TACIS program. 
Technical assistance will be rendered in several areas, 
including business negotiating skills, the definition and 
protection of intellectual property rights in business, and 
the submission of recommendations to the RF Govern- 
ment on investment legislation and on priorities in 
foreign trade and export policy. 


The project will establish a consulting center for the 
network of Russian chambers of commerce to assist in 
the attraction of foreign partners and investments, the 
formation of joint ventures, and the training of manage- 
rial personnel. 


Russia, De Beers Negotiations Reported 


94400490C Moscow KOMMERSANT-DAILY 
in Russian 13 Jul 94 p 10 


[Article by Vladimir Teslenko: “Both Sides Are Playing 
for Time”’] 


[Text] The next round of talks between Russia and De 
Beers on the exclusive right to expert uncut diamonds 
from Russia, the world’s largest producer, was postponed 
again yesterday. According to KOMMERSANT-DAILY 
experts, the partners are determined to wait, in the hope of 
possible events that might weaken the other side’s posi- 
tion. These events could include, for example, the replace- 
ment of one of the Russian ministers, the retirement of the 
“Russian” director of De Beers, a secret private bargain, 
fiscal measures in South Africa, higher pre-Christmas 
sales of diamonds, and so forth. Our correspondent 
Viadimir Teslenko analyzed the progress in the “negoti- 
ations of the century” between the two main suppliers of 
diamonds in the world market. 


History of the Partnership 


De Beers concluded its first agreement with the USSR in 
1959. Since that time Russia has continued to export its 
diamonds exclusively through the De Beers Central Selling 
Organization (CSO) on constantly renewed agreements. In 
1963 the USSR broke off official contacts with the CSO 
after the UN sanctions against South Africa were instituted 
and sold diamonds through a specia! brokerage firm estab- 
lished in London, City and West End Ltd. During this whole 
period of cooperation, the trade volume has grown from 
13,000 carats (around 0.15 million dollars) to approxi- 
mately 8 million carats in 1993 (1.268 billion dollars). The 
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current five-year agreement was concluded in 1990 and will 
expire on 31 December 1995. 


Prospects for Future Relations 


Despite Russia’s plans to develop the diamond cutting 
industry and increase its processing capacity from 2.5 
million to 5 million carats a year, it will still export large 
quantities of uncut diamonds. Everyone connected with the 
diamond trade is wondering how Russia, the largest pro- 
ducer of diamonds and the owner of colossal diamond 
reserves, will organize its deliveries to international markets 
after 1995. Experts believe that three sales options are 
possible: marketing through the CSO on a long-term agree- 
ment with De Beers after the present agreement expires; 
operations in the free market; sales within the confines of a 
new agreement by Russia, Botswana, Australia, and 
Canada, excluding De Beers (the “new CSO”). 


The administrators of De Beers have described the 
option of free competition as a “nightmare.” They have 
said that competition by the two main world suppliers 
will cause prices to drop, and that this will hurt the 
interests of Russia, De Beers, and the whole diamond 
trade. According to Nicky Oppenheimer, if Russia with- 
draws from the CSO, this organization will cease to exist 
in its present form and will be unable to perform its 
functions. Some experts are able to analyze the hypothet- 
ical price war more objectively. An opinion expressed in 
the pages of the diamond trade magazine MAZAL 
U’BRACHA, for example, suggested that the diamond 
market will settle down after a while, because a dramatic 
drop in prices will result in the closure of mines with a 
low profit margin in Guinea and Namibia and several 
mines in South Africa. Mines in Yakutia and South 
Africa, particularly Jwaneng, Vinetia, and Namakeland, 
will survive the price war. The result will be another 
face-off between Russia and De Beers, but this one will 
be complicated by the weight of financial losses. 





Leading Producers of Gem Diamonds 





























Countries Output, billions of dollars a year 
Russia 1.6 
Botswana 1.4 
South Africa 0.9 
Zaire 0.7 
Australia 0.4 
Namibia 0.3 
Angola 0.3 
Others 0.4 








The option of a “new CSO,” headed by Russia, seems 
possible only on the theoretical level, because Russia 
cannot afford to create a reserve supply and has not even 
conducted preliminary talks with the possible members 
of the cartel. Besides this, Russia does not have the 
necessary image as a leader in any sector of international 
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big business. In short, this is still only a rough draft of an 
idea, supported by unconventional experts. 


In view of the exceptional conservatism in the diamond 
trade, the first option—the sale of Russian diamonds 
through the CSO— is clearly the most desirable one, but 
there is no question that Russia wants a more convenient 
relationship with De Beers. That is why there could be 
some surprises in the “negotiations of the century” 
before any future agreement has been concluded. 


Topics of Discussion on Threshold of New Agreement 


Observers believe that the sides will have no trouble 
reaching an agreement on the following five points: 
criteria for the categorization of gem and industrial 
diamonds; the transfer of the trading site from London 
to Moscow; the sale of the 5-percent cut-off in any city of 
the world; the joint control of standards; assistance in the 
development of diamond cutting technology. 


There have been reports of some other proposed inno- 
vations, which are essentially of no fundamental impor- 
tance. Some of these are, for example, the organization 
of some sights in Moscow; Russia’s acquisition of a block 
of De Beers stock in exchange for part of the Federal 
Diamond Reserve and the inclusion of one or two 
Russian directors on the De Beers board; and participa- 
tion by Russian organizations in the London sights. 
Russia’s participation in advertising campaigns, com- 
mensurate with its share of CSO sales, is also possible. 


There is no question, however, that Russia and De Beers 
will defend their own interests most vigorously in two 
areas: changes in the procedure for the adjustment of the 
contract price, with an increase from 5 to 25 percent in 
the cut-off portion, and increases of 10-30 percent in the 
City price lists. 





Leading Consumers of Diamond Jewelry 























Countries Purchases, billions of dollars a year 
United States 12 

Japan 12 

Europe 8 

Southeast Asia 3 

Canada 1 

Others 4 ca 








The prices of shipments of uncut diamonds and their 
predictable fluctuations in connection with economic, 
seasonal, and psychological cycles are the sacred cows of 
the diamond trade. We know that De Beers is keeping all 
of the details of the specific shipments of diamonds to be 
sold at CSO-organized sights and through representa- 
tives of its Diamdel subsidiary in Antwerp, Romat- 
Ghana, and Bombay in the strictest secrecy. It is also 
significant that the main decisions on De Beers diamond 
sales are made by a small group of individuals, con- 
nected exclusively by friendship and family ties. At one 
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time these men were Sir Philip Oppenheimer, Monty 
Charles, and Teddy Dow. Now they are the cousins 
Nicky and Anthony Oppenheimer and one of Nicky’s 
childhood friends, Gary Ralph. The “trusted few” in 
Russia include Prime Minister Viktor Chernomyrdin, 
Chairman Yevgeniy Bychkov of the Russian Committee 
on Precious Metals and Precious Stones, and Deputy 
Minister of Finance Anatoliy Golovatyy. 


Regrettably, KOMMERSANT-DAILY has received only 
sketchy reports of the actual prices of various grades of 
uncut gem diamonds in the wholesale (industry and 
enterprise) and retail markets. Besides this, we have no 
reliable instruments for the elimination of mistaken 
reports and deliberately false information. That is why 
we can only ascertain the positions of the two sides. 


De Beers has repeatedly declared that the margin (trade 
markup) on Russian diamonds does not exceed 10 
percent and essentially covers only the costs of adver- 
tising and the maintenance of the CSO staff. Several 
Russian experts—the past and present presidents of the 
Russian Sakha Diamond Company, Valeriy Rudakov 
ar.d Andrey Kirillin, for example—have publicly agreed 
with this figure. 


The most influential Russian administrators of the dia- 
mond industry insist, however, that they have reliable 
information that the actual industry wholesale prices in 
1993-94 were 13-35 percent higher than the City list prices, 
and not !0 percent. They are so certain of this that they feel 
Russia will not be hurt by the failure to conclude a new 
agreement with De Beers. “Yes, world prices will drop, but 
not below the City price list,” they maintain. 


The truth probably lies somewhere in between these two 
extreme points of view. In view of the fact that the 
“dynastic” nature of De Beers excludes the possibility of 
unconventional and belligerent moves, and in view of 
the fact that the Russian leadership is winning the 
approval of international big business, we can expect an 
acceptable compromise to be reached within the first 
year of negotiations. It may take some unexpected 
form—for example, a “flexible” long-term contract is 
quite possible: The only constants would be a specific set 
of principles (recognition of the single marketing channel 
for uncut diamonds, the compulsory use of the instru- 
ment of export cut-off sales, and the absence of restric- 
tions on the quantity of Russian gems in domestic and 
foreign production facilities). The details of the agree- 
ment—quotas, assortment, list prices, and formula— 
would be subject to review by the partners once a year, 
providing the best way of adapting to the socioeconomic 
and sociopolitical features of the modern, extremely 
dynamic market for ornamental diamonds. 


[Boxed item] 


Short History of De Beers 


The firm was founded in 1888. The single-channel 
system for the sale of uncut diamonds has existed since 
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1933 (long before the start of industrial diamond mining 
in Russia). Today De Beers is the only monopoly in the 
world, controlling 80 percent of world sales. Incidentally, 
this is why it cannot do business in the United States, 
because American antitrust laws are the strictest in the 
world. Recently the actions of the diamond monopoly 
have also been protested in England, where the CSO ts 
located. A complaint was filed against De Beers a few 
years ago in the British Office of Free Trade, but the 
company was acquitted. The main criterion of fair trade 
in Britain is the public good, and the agency ruled that 
the company’s activities were not contrary to this. 


The De Beers group has a strong financial base and has 
been investing money outside the diamond industry in 
recent years to reduce risks and diminish its vulnera- 
bility to periodic slumps. The group’s assets are equiva- 
lent to around 10 billion dollars. 


[Boxed item] 


Functions of CSO Single-Channel Marketing System 


The main function of the CSO ts the stabilization of the 
market for uncut diamonds, primarily with regard to 
prices during periods of recession. The CSO has to be 
given credit for keeping the diamond price index from 
dropping (in contrast to the prices of all other crude 
resources) in the last 60 years. The CSO achieves its goals 
in three ways. First of all, it maintains reserve supplies of 
diamonds of all sizes and grades, and puts them on the 
market only when demand rises. Second, it stimulates 
sales of gem diamonds with international advertising 
campaigns, with an annual advertising budget of 170 
million dollars. Third, it keeps an eye on the situation in 
all of the diamond markets, using a unique system of 
market analysis, and takes decisive action to manipulate 
the unavoidable irregularities with a broad range of overt 
and covert methods. 


[Boxed item] 


CSO Sales Procedure 


Shipmeits of Russian export diamonds are put together 
in Moscow and are then put on sale in London. Russian 
Sakha Diamonds, an export company, makes the 
arrangements for these operations through its subsidiary 
‘‘Almazeksport.” After this, the shipments of Russian 
diamonds are sent to City and West End Ltd., the 
company in London where experts from both sides grade 
the diamonds together according to special standards. 
After this the graded lot is matched against the City price 
list, stating the prices for more than 6,000 categories of 
diamonds. The reason for the high number of categories 
is the need to judge the quality of each stone as accu- 
rately as possible. The price list 1s reviewed once a year. 
The present list was approved in February 1994. 


A new method of payment for the Russian diamonds was 
instituted in June 1993. As soon as the lot has arrived in 
London and the experts from De Beers have taken a look 


RUSSIA 79 


at it, ihe Company immediately remits 70 percent of its 
declared value, without waiting for the completion of the 
sorting and grading process, which can take weeks. The 
final price of the export shipment is calculated with a view 
to the results of competitive bidding sessions in Moscow, 
to which around 10 foreign firms are invited, for the sale of 
5 percent of the export shipments, the so-called 5 percent 
cut-off), If the prices in these bidding sessions exceed the 
City list price, the value of the whole lot will be adjusted 
according to a special procedure known as the “formula.” 
After this De Beers either pays the new cost of the lot or 
returns part of the diamonds to Russia. 


[Boxed item| 


Overall Situation in World Diamond Market 


Diamonds are mined in 20 countries on four continents. 
The three main suppliers of gem diamonds (in terms of 
the value of mined stones) are Russia, Botswana, and 
South Africa. They are followed by Angola, Namibia, 
Australia, and Zaire. These seven countries account for 
more than 80 percent of all the diamonds mined in the 
world. All of them have chosen to sell their products 
through the Central Selling Organization (CSO) of the 
largest diamond mining company, De Beers, which pro- 
duces 20 percent of the world output itself and also 
controls a large block of stock (49 percent) in Botswana’s 
diamond mining enterprises Other diamond-producing 
countries—Brazil, for example—sell diamonds in the 
free market, bypassing the CSO. Because they have no 
advertising and marketing costs, they are “getting a free 
ride” from De Beers, so to speak. 


We know that no two diamonds are alike. In this sense, 
they are quite different from other minerals—gold, for 
example. Different mixtures of different grades of dia- 
monds are extracted from all mines. The value of the lot 
depends on the size and color of the stones, flaws in the 
stones, and the proportions of the extracted grades. The 
average price of Russian diamonds is around 110 dollars a 
carat (the average price of Australian diamonds is 9 dollars 
a carat, anu the average price of Namibian diamonds is 
300 dollars a carat). The Russian diamonds mined in 
Y akutia and in the Urals are appreciated for their excellent 
quality and cleavage, and the demand for them is always 
high. South African and Australian diamonds are usually 
mixed with ours in the wholesale transactions (sights) of 
the CSO, and this is how De Beers manages to sell most of 
the diamonds mined in the world. 


Obviously, the state of the diamond industry depends 
primarily on the success of the retail trade in diamond 
jewelry. The two main markets for these articles are the 
United States and Japan. The demand for diamond 
jewelry has doubled since 1980, and the annual rise in 
demand has been 8 percent on the average—3 percent 
higher than the average annual rate of inflation. At this 
time more than 52 million pieces of diamond jewelry 
(with an average of 0.2 carats) are sold each year at an 
average price of 800 dollars. 
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Polish-Russian Economic Relations Detailed 
944D0082A Moscow PRAVDA in Russian 27 Jul 94 p 7 


[Article by Mikhail Tretyakov, personal correspondent 
(Warsaw): “Desirable Partner, the State of Economic 
Relations Between Poland and the Russian Federation”’] 


[Text] Recent reports in the Polish news media have 
addressed the prospects for trade and financial relations 
between Russia and Poland. This is understandable. The 
level of economic interaction has been incommensurate 
with the economic potential of the two partners for 
years. In terms of cost, the level is only one-seventh as 
high as it was 10 or 15 years ago. 


The coverage of the topic here was particularly intense 
during and after the Moscow visit of Polish Prime 
Minister W. Pawlak. A reciprocal visit by the head of the 
Russian Government, V. Chernomyrdin, to Warsaw in 
the near future was expected to solve several funda- 
mental problems complicating our interaction and to 
promote the revitalization of trade and financial rela- 
tions between the neighboring countries. 


That is what people expected. As usual, however, reality 
changed these plans. V. Chernomyrdin’s trip, scheduled 
for May this year, was postponed. Now it is already July, 
and no one can say exactly when he will make this trip. 


“Does this mean that our economic relations are cooling 
down again?” That is the question your correspondent 
asked Nikolay Zakhmatov, the economic adviser in the 
RF Embassy in Warsaw. 


“Not at all. It is true that there was some mention of V. 
Chernomyrdin’s visit to Warsaw in May when W. 
Pawlak was in Moscow this March, but no official date 
was ever set. This visit, from which both sides expect 
concrete results in the revitalization of bilateral trade 
and financial relations, will require careful planning. As 
always, there are numerous difficulties and a variety of 
obstacles.” 


“Can you be more specific?” 


“We have to do something, for example, to solve the 
problem of our mutual indebtedness, which is having an 
adverse effect on our interaction. I have to admit, how- 
ever, that there has been some progress in this area. Both 
sides are trying to find mutually acceptable solutions. 
When the Russian finance minister comes here in the near 
future, his visit should lead to the drafting of documents 
for the settlement of mutual debts. This will be a major 
advance. We have already been working on this problem 
for four years, and we are hoping that it will be solved this 
year, when the head of the Russian Government comes to 
Warsaw. That will allow us to begin solving many other 
problems in our economic interaction. 


“There are other serious problems as well. One of these 
is the construction of the Polish section of the pipeline 
from Russia to Europe. This could be an important 
investment in the Polish economy and provide work for 
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many Polish firms, but the present situation is this: Ina 
certain sense, the Polish side is delaying the resolution of 
the financial problems connected with the Russian- 
Polish agreement that was signed last August. The Poles 
would like to link this project with agreements on 
long-term shipments of Russian oil and gas at essentially 
fixed prices. They have their own approach to these 
matters, and we are in negotiations with our Polish 
colleagues at this time. We are not concealing the fact, 
however, that the failure to implement this major agree- 
ment will limit the possibility of the revitalization of 
Russian-Polish economic relations.” 


“In earlier years our interaction was based on the appro- 
priate trade protocols, but how will this be done under 
the conditions of the market economy?” 


“Yes, that is what we did earlier. Now the two sides are 
working out the mechanism for trade under new condi- 
tions—i.e., market conditions. Last year trade was con- 
ducted between our countries without a protocol. This 
year there was an attempt to return to the earlier prac- 
tice, but because of the recent changes in Russia, our 
state no longer wants to engage in so-called govern- 
mental trade. The Polish side, however, is insisting on a 
return to the trade protocols. This is also being negoti- 
ated, and I think we can find a compromise.” 


“What can you say about the cooperation of Russian and 
Polish banks?” 


“This is one of the major ways of revitalizing our economic 
relations. We assisted, for example, in the establishment of 
an agency of the Polish Agricultural Development Bank in 
Kaliningrad. That has been done. Meanwhile, the Capital 
Bank in Moscow has been waiting a long time for a license 
to operate in Poland from the National Polish Bank. This 
means, as far as banking interaction is concerned, that the 
proverbial ball is in the Polish court. We feel that a system 
of mutua! privileges should be instituted for effective coop- 
eration by our banks.” 


“What will the revitalization of the interaction of border 
regions entail?” 


“The cooperation of Kaliningrad Oblast with Poland’s 
border regions 1s a good example. The purpose of this 
so-called transborder interaction is the encouragement 
of economic cooperation by the Russian heartland with 
Poland through Kaliningrad. The Interregional Corpora- 
tion for Economic Cooperation is being established for 
operations in a free economic zone in Kaliningrad. It will 
be made up of representatives of firms in different 
Russian territories. The governments of Moscow, Bash- 
kiria, and the Komi Republic—and, of course, the Kalin- 
ingrad Oblast Administration—will participate in this 
undertaking during the first stage. We expect the Polish 
side to establish a comparable entity within its own 
territory to act as a partner to our corporation.” 


“You have been studying Poland, especially its 
economy, for several years. What can it offer the Russian 
business community?” 
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“We tend to think of Poland as a somewhat underdevel- 
oped economic partner. | would have to disagree with this. 
Today Poland ts the most dynamically developing country 
in all of Europe. The republic GNP grew by 3.7 percent last 
year, for example, and its industrial product increased by 9 
percent. There is every indication that these tendencies 
will continue this year. Inflation has been curbed, and the 
rate this year will not exceed 26 percent. 


“In Europe, Poland is known as a steadily developing 
country. It is viewed as a desirable partner by many 
international economic and financial organizations. 
Western capital is paying more attention to Warsaw. The 
West has already invested 3 billion dollars in the Polish 
economy. This is highly indicative.” 


“In the past, Poland ranked second among our trade 
partners, but now, if | am not mistaken, it is in seventh 
place. What ts the reason for this?” 


“You are not mistaken, but it shares this position with 
Finland, Austria, and Turkey. There is no question that 
Poland could rank higher among Russia’s trade partners. 
How can it attract Russian business? Primarily with 
steady economic growth and the fundamental renova- 
tion of its production facilities. Few people know that 
Polish computers are approaching world standards. This 
is also true of its paints and varnishes 


“Of course, this 1s a result of the attraction of Western 
capital, which prefers investments in the most lucrative 
fields. The Russian business community could learn 
something from Wisla. The agreement on Poland's asso- 
ciate relationship to the EEC went into effect in Feb- 
ruary this year. This is an agreement on product quality 
and correspondence to European standards and tech- 
nical specifications. This could be a effective means of 
our own inclusion in the process of European integra- 
tion, and I feel 1t would be an extremely simple matter in 
view of our past interaction with Poland.” 


Ihe prospects for the revitalization of our economic 
cooperation look good. Many Polish commodities, par- 
ticularly foodstuffs, are superior in quality to their 
Western counterparts. The Russian business community 
should become more involved in the privatization of 
Polish enterprises in fields with a traditional relationship 
to our own economy, such as rolling stock engineering, 
shipbuilding, the pharmaceutical and cosmetics 
industry, and others. We must not forget the positive 
experience of our earlier cooperation, and we must 
derive every possible benefit from it 


Russian-Cuban Economic Association Barters Oil 
for Sugar 


944F1121A Moscow SEGODNYA in Russian 26 Jul 94 p 11 


[Article by Andrey Baranovskiy: ““New Expansion in 
Central America; ‘Roskuba’ Trying to Restore Economic 
Relations With Island”] 
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[Text] The fruits of many billions in USSR investments 
into the economy of Cuba are gradually beginning to be 
reaped by such countries as Israel, France, Chile and 
certain Latin American countries. Thus, French, Canadian 
and Swiss companies, under conditions of risk, are begin- 
ning to develop mineral deposits, including oil. Although 
extensive studies conducted by Soviet geologists reduce 
this risk to practically zero. After all, the geological struc- 
ture of the island has been studied much better than that of 
Russia itself. Chilean and Israeli agricultural companies 
are using fruit plantations and capacities for fruit pro- 
cessing created with USSR funds (built by Bulgaria and the 
GDR [German Democratic Republic]) for manufacturing 


juices and selling them under the Chilean trademark. 


There are also other similar examples. 


The Russian-Cuban trade-economic association 
‘“Roskuba,” which was created at the end of last year and 
registered 10 days ago, has been called upon to correct 
this state of affairs. The members of the association from 
the Russian side may be legal persons as well as individ- 
uals. For the present, 1t 1s comprised primarily of private 
firms. Naturally, investing capital under the conditions 
of the existing regime on the island is a rather risky 
business. Therefore, the view of economic relations with 
Russia held by the Cuban emigration, which hopes to 
come to power in the post-Castro era, is of great interest. 


The radicals, which comprise a large part of the emigration, 
believe that Russia should not maintain relations with the 
Castro regime, and after its liquidation should build rela- 
tions with Cuba on the level of “other countries.” This 
means the absence of any preferences and trade on general 
principles adopted throughout the world (if investments 
have been made and property is held, including joint 
property, it 1s not subject to expropriation and functions 
within the framework of the market economy) 


The democratic opposition, which is in the minority, 
believes that it 1s inadmissible to sever economic and 
cultural relations with Russia. After all, no less than 40 
percent of the people who have a higher and secondary 
special education were educated in the Union. They know 
how to manage the equipment supplied by this country (the 
USSR built over 70 large industrial facilities in Cuba), and 
have a good mastery of the Russian language. Under the 
condition of interest on the part of the Central American 
countries toward current Russian equipment and 
machinery, the creation of “turnkey” productions in Cuba 
with servicing of finished products by Cubans who speak 
Russian may bring great profit to Russia as well as to Cuba 


“Roskuba” will consist of 16 concerns and a universal 
Russian-Cuban exchange and international Russian- 
Cuban bank. At first, the bank will engage in multilateral 
clearing operations, taking into consideration the non- 
convertibility of the Cuban peso. The concerns which 
comprise the first line encompass the APK _ [agro- 
industrial complex], military-industrial cooperation, the 
oil and petrochemical complexes, and the insurance 
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business. As for the second line, it includes almost 
everything—from cargo-passenger transport to machine 
building and medicine. 


Russia is beginning to buy more and more West European 
white sugar made of Cuban sugar cane, losing considerable 
sums of currency in the course of this operation and not 
ensuring uniform load for its sugar processing plants. How- 
ever, the ‘““Menatep-'mpeks’ company which operates 
within the framework of “Roskuba’’ has begun conducting 
barter operations: The exchange of | million tonnes of raw 
sugar for 2.5 million tonnes of oil. 


The basic principles of this deal were negotiated in 
December of 1993 at the governmental level. The bilateral 
protocol, signed already this year, defines the fulfillment of 
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this deal on an extra-budgetary basis, i.e., without the 
preferences granted to Cuba in the era of the USSR. The 
government has appointed ‘“‘Menatep-Impeks” as the gen- 
eral executor for the Russian side. At the present time, the 
first batch of raw sugar in a volume of 600,000 tonnes is 
being supplied through Novorossiysk. The remaining 
400,000 tonnes will be supplied at the end of the current 
year and the beginning of the next. The company has an 
agreement with 18 sugar processing plants in Krasnodar 
Kray, which are ready to process the supplied raw material 
before 15 August. The production of beet sugar in Russia, 
according to predictions, will not exceed 1.5 million tonnes 
in the current year, with a demand of 3.5 million tonnes. 
Thus, the barter deal of ‘““Menatep-Impeks”’ covers almost 
half of the sugar deficit of the RF [Russian Federation]. 





WORLD PRODUCTION OF SUGAR, Thousand tonnes 











Region, Country 1992/93 | | 1993/94* 
Beet sugar | 
otal 38852 | 38797 
Western Europe 20701 20910 
Countries of the EC [European Community} 17109 17162 
BLES [Belgium-Luxemburg Economic Union] 97) 1067 
Great Britain 1604 1467 
Greece 385 332 
Germany 440) 486! 
Denmark 447 543 
Ireland 242 185 
Italy 2033 1538 
Spain 1037 1185 
Netherlands 1251 1228 
France 4738 4766 
Cane sugar 

Total 72219 72000 
North and Central America 12986 12766 
Cuba 4350 4000 
Mexice 4387 4068 
LISA 3120 3121 
Central and South America 17554 17364 
Brazil 9936 9774 
Africa 6481 6047 
RSA [Republic of South Africa] 1621 1258 
Asia, Australia and Oceania 35698 35823 
Australia 424) 4437 
China | 6822 5896 
India 11630 11739 
Indonesia | 2300 2500 
I hasland 3822 3900 
*Estimate | 
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Japanese Stance on Kurils Linked to Nuclear 
Ambitions 


94W'P0117A Moscow DELOVOY MIR in Russian 
15 Jul 94 pp I, 7 


{Article by Yuriy Buyanov: “The Kurils—Nuclear Test 
Range?’ 


{Text} According to experts of the Russian Ministry of 
Atomic Energy, Japan could even now make a primitive, 
“dirty” uranium bomb. It would be delivered to target by 
the two-stage Japanese H-2 missile. In addition, it is at 
the present time planned to build at the Tokai Village 
nuclear center a facility for reprocessing spent radioac- 
tive fuel into highly pure plutonium perfectly suitable for 
use for military purposes. 


With the disintegration of the USSR the problem of the 
islands of the Kuril Chain has become particularly urgent. 
Russian historians and legal experts have shown that the 
islands rightly belong to Russia—the successor of the 
Soviet Union—the Japanese have attempted and continue 
thus far to attempt to prove the opposite. 


Leaving aside the legal debate on this difficult matter, in 
whose connection mountains of paper have been written 
and a multitude of speeches made, it may be affirmed 
today that a solution of the problem has not advanced 
one step, although Russia has offered a number of 
compromise versions. They could suit both parties 
without detriment to the interests of either the Russians 
or the Japanese. 


What interests are we talking about? It is known that 
gold, silver, complex ores, zinc, copper, and other min- 
erals are mined on the four Kuril Islands. A sulfur 
deposit has been prepared for development on the island 
of Iturup. Hundreds of thousands of tonnes of whiting, 
pilchard, and other commercial fish are caught annually 
in proximity to the disputed shores. The game 1s worth 
the candle, it would seem? 


But, it transpires, Japan could need the so-called “‘North- 
ern Territories” not only by virtue of their economic 
attractiveness. An article published recently in an IAEA 
bulletin on an international conference in Seoul devoted 
to the nuclear potential of the Southeast Asian countries 
says, in particular, that Japan possesses an inordinate 
quantity of weapons-grade plutonium and enriched ura- 
nium. Noting Tokyo's growing military and economic 
might, a number of the conferees pointed to this coun- 
try’s attempts to become a full member of the UN 
Security Council and settle the territorial claims against 
Russia from new positions for the subsequent deploy- 
ment on the Kuril Islands of nuclear facilities, including 
a test range 


[his seemingly fantastic supposition could be brushed 
aside were it not for the recent revelation of the Japanese 
prime minister to the effect that Tokyo “has the poten- 
tial to create nuclear weapons, but is not realizing it by 
virtue of its international commitments,” namely, the 
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three nonnuclear principles: “not to possess, not to 
manufacture, and not to import nuclear weapons.” But 
they are not enshrined legislatively and have the form 
merely of a government decision. It could be abandoned 
just as easily as it was adopted, particularly in the event 
of a change of government. And these are not idle 
inventions on the subject of what could happen if.... 


As Britain's SUNDAY TIMES wrote on 30 January of 
this year, last December Britain’s Ministry of Defense 
presented its government with a secret report on the 
prospects of Japan’s nuclear arms. Tokyo, the document 
affirmed, today possesses practically all the components 
for assembling its own nuclear bomb, including the 
electronic triggers necessary for this. 


Haruo Fujii, the authoritative Japanese military expert, 
who declared that Tokyo was adhering to a long-term 
strategy of the gradual creation of combat nuclear poten- 
tial “bit by bit,” dispersing this work around individual 
civilian sectors that arouse no particular suspicions, 
spoke even more definitely. 


On the other hand, Tokyo already possesses potential 
nuclear weapon delivery systems. According to informa- 
tion of another Japanese military expert, Hisashi Maeda, 
his country’s armed forces have 10 classes of missiles of 
American design on which nuclear warheads could be 
mounted. The 155- and 203-mm self-propelled howit- 
zers available to Japan’s Self-Defense Force may be used 
for firing nuclear munitions also. 


But the two-stage H-2 missile, which is based fully on 
native, Japanese, technology, is, naturally, of the greatest 
interest from the viewpoint of the creation of delivery 
systems. Its lengthy development, accompanied by acci- 
dents and exas verating malfunctions, pursued the per- 
fectly obvious goal of eliminating dependence on the 
United States in the sphere of rocket and space 
technology. 


If we are speaking of the problem of self-provision of the 
“filling” for the nuclear weapons, then, according to 
estimates of experts of Russia’s Ministry of Atomic 
Energy, Japan could make a primitive, “dirty” uranium 
bomb even now. It would be delivered to target by the 
two-stage Japanese H-2 missile. But, naturally, the cre- 
ation of more modern and unitized warheads will 
require possession of particularly pure weapons-grade 
plutonium. 


Some experts believe that Tokyo already has such in a 
quantity necessary for several weapons. In addition, it 1s 
planned building at the present time at the Tokai Village 
nuclear center a facility for reprocessing spent radioac- 
tive fuel into highly pure plutonium perfectly suitable for 
use for military purposes. 


As a press release of the permanent mission of the DPRK 
at the United Nations on 6 June of this year testifies, in 
April an IAEA inspector discovered 70 kg of “uncounted 
plutonium” at a plant for the reprocessing of nuclear fuel 
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in Tokai Village. The Japanese newspaper JAPAN 
TIMES cynically observed in this connection that, had it 
not been for a confidential report of the American 
Nuclear Control Institute, IAEA experts would never 
have learned that this “concealed material’ had been 
prepared for nuclear bombs. 


The press release pointed out that the 70 kg of discov- 
ered plutonium constitute 10 percent of the annual 
quantity that 1s reprocessed in Tokai Village. At the same 
time, on the other hand, so much clamor over the North 
Korean plutonium, which, in the opinion of Georgy 
Kaurov, a high-ranking official of Russia’s Ministry of 
Atomic Energy, consists of just several tens of grams. 
Atsushi Tsuchida, an activist of the nature-conservation 
movement and a member of the staff of the Natural 
Sciences Institute in Saytama Prefecture, who is well 
known in Japan, declared in an interview with WEEKLY 
PLAYBOY that, in his opinion, the work at Tokai 
Village is at least potentially of a military nature. It is 
contemplated using this capacity for the enrichment of 
plutonium, which is formed at the time of the combus- 
tion of nuclear fuel in so-called breeder reactors. They 
are famed in Japan as the most economical source of 
energy, although practically all the developed Western 
countries are rejecting them as highly dangerous. And 
Japan alone is doggedly advancing along the path of the 
creation of breeders, intending to make them the basis of 
its nuclear power engineering. Behind this doggedness a 
“false bottom,” about which Tokyo prefers to remain 
silent, shows through distinctly. The point being that the 
breeders produce mainly plutonium-239. And this, as we 
know, is the component of modern nuclear warheads. 
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There is much that is preventing as yet the adoption of 
such an important political decision in Japan, But the 
situation in the country is changing. For the first time in 
the past 38 years parliamentary elections were lost by the 
Liberal Democratic Party, which, on the whole, had 
pursued a policy of quite limited, purely defensive 
military preparations. The once-powerful Social Demo- 
cratic Party, which was earlier a bastion of all mass 
antiwar movements, is simultaneously becoming extinct 
before our eyes also. 


They are gradually coming to be replaced by the so-called 
new conservatives. They are calling the tune even now 
and believe that Japan should be a “normal country,” as 
Ichiro Ozawa, general secretary of the Renewal Party 
and the acknowledged leader of this current, put it. 


What is behind the words “normal country’? It could 
perfectly well be interpreted as follows: It is time for 
Tokyo to abandon all self-limitations, including the 
formal ban on the possession of armed forces and 
legislative obstacles in the way of participation in full- 
scale UN military operations. and also to fight for 
Security Council permanent membership status. 


Thoughts concerning the abandonment of the nonnu- 
clear principles fit perfectly well, you will agree, on the 
overall canvas of such arguments. And to extrapolate 
the remaining arguments and facts, the creation in the 
future of a Japanese nuclear test range on the Kurils 
would not at all seem to be the fruit of the author's wild 
imagination. 
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KAZAKHSTAN 


Tereshchenko on Urkumbayev, Corruption 


944K 1943A Almaty KARAVAN in Russian 
No 30, 29 Jul 94 pp 6-7 


[Answers to questions put by KARAVAN readers to 
Prime Minister of Kazakhstan S.A. Tereshchenko, under 
the rubric “The KARAVAN-Government Hotline”’: 
“Sergey Tereshchenko: My Children Do Not Study 
Abroad’”’] 


[Text] At the beginning of this month, we informed the 
readers of KARAVAN that on the last Friday in July, 
Republic of Kazakhstan Prime Minister S.A. Teresh- 
chenko would respond to your letters and telephone calls 
on the pages of our newspaper. The editorial office 
received about 50 questions for Sergey Aleksandrovich 
and passed them on to the addressee. The prime minister 
responded to the questions that he considered to be the 
most interesting and significant. 


On Sausage, Democracy, and Corruption 


[N. Lazarenko, Pavlodar] What have our president and 
government actually secured in the three years of sover- 
eignty? Only that the standard of living in Kazakhstan 
falls even faster than in other CIS countries. 


[Tereshchenko] At the very least, we ensured a situation 
whereby such questions may be put directly to the 
leaders of the country without a fear of being “put away” 
for it. Look around: We already live in a polyphonic, 
many-voiced society in which everyone can voice his 
point of view on all problems. This may not be a 
democracy yet, but it is no longer a totalitarian system in 
which a person is “‘boxed in” on all sides and intimi- 
dated, either. 


Somebody joked angrily that “democracy cannot be 
spread on bread.’’ However, the success of economic 
reforms is impossible without emancipating the indi- 
vidual! There is a direct connection involved. | am 
convinced of this and believe that all residents of Kaza- 
khstan will be able to ascertain this, too, in a short while 
when our economy begins to overcome the crisis. For 
sausage, butter, and meat affordable to all to appear in 
the stores, political premises must obtain first of all; the 
mentality must change. This endeavor is advancing. No 
matter how much the president and the government are 
berated for procrastination and half-and-half decisions, 
privatization, various manifestations of private busi- 
ness, and economic freedom from the state are already a 
reality at present. Meanwhile, in our country they prefer 
to talk more about bad things, the things that are not 
working out, the things that are stuck.... This may be 
proper, but the details should not obstruct the general 
picture! 


{Nikolay Illich Litvyakov] Our businessmen are nothing 
but speculators who either resell state products or pur- 
chase imported junk abroad and sell it to us at three 
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times the price. The government supports them. 
Meanwhile, not once have | heard about support for 
production personnel. 


[Tereshchenko}] Our domestic business community, our 
latter-day wealthy people are a heterogeneous, mixed 
phenomenon. The standard of some of them is 
depressing indeed. Blowing money away at restaurants 
and taking cruises—this is how far their imagination 
goes. However, the most sensible ones are already 
investing funds in production and engage in manufac- 
turing goods. Such cases are increasingly numerous. 
Yurchenko, an entrepreneur from Pavlodar, set up a 
clothing factory in his city and manufactures products 
that the people need (and quite high-quality products at 
that). His business is going well; Yurchenko is already 
beginning to “steal” designers from Moscow. 


Other examples can be given. For example, Kozyrkopesh 
Yesenberlin, who heads the Alemsistem corporation, 
also came to understand that it is necessary to engage in 
production and the manufacturing of goods. At present, 
this energetic entrepreneur, who thinks unconvention- 
ally, works within the government, heading the State 
Property Committee. I am glad that people come to us 
who know business and a market economy firsthand, 
rather than in theory. 


[T. Akhanov, Shymkent] What is your attitude toward 
the fact that Mars Urkumbayev, the head of a leading 
ministry, of whom you always spoke respectfully and 
apparently trusted deeply, has been accused of 
corruption? 


[Tereshchenko] Even now I respect Mars Fazylovich and 
have confidence in him. He has a truly great personality, 
and he is a gifted person. I am certain that Urkumbayev 
will be able to refute all the trumped-up charges that 
have been leveled against him. 


It is very unpleasant that reports about the charges filed 
against Urkumbayev caused many people to already 
gloat before the trial, before any conclusions.... Perhaps, 
this attitude of our people has been fostered deliberately: 
If he is an official he is at best a bureaucrat, if not a 
bribe-taker and a corrupt person. Please recall how 
Gorbachev appealed to the people: You bring pressure to 
bear on them (officials) from below, and I will from 
above. This is an unfair, indiscriminate approach. 


On Gasoline, Russian-Kazakhstan Friendship, and 
Credit 

(S. Sagintayev] Kazakhstan produces about 27 million 
tonnes of oil. However, every year, before the beginning 
of the planting or harvesting campaign, our leaders go 
hat in hand to neighboring Russia for gasoline. What 1s 
happening? 


[Tereshchenko] A large volume of our oil is delivered to 
the refinery plants of Russia, and a certain proportion— 
to faraway foreign countries. The pipeline system in the 
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times of the USSR was so arranged that oil from Mangy- 
shlak is delivered to Samara, Volgograd, and Saratov, 
and Tyumen oil—to the refineries of Pavlodar and 
Shymkent. This was rational within the framework of a 
single state but causes major difficulties at present, when 
the former republics have become sovereign. Nonethe- 
less, we are solving these problems on the basis of 
mutually advantageous interstate agreements. 


Putting it plainly, the situation with oil and refinery 
products at present is as follows: If you have money, you 
buy these things without a problem. If you do not have 
money—sorry.... 


[S. Sagintayev] Is it true that the concept of an “internal” 
pipeline from the West Kazakhstan oil fields to the 
refineries in Pavlodar and Shymkent has already been 
“laid to rest’? 


[Tereshchenko] It is not so. In the long term, we will 
definitely need such a pipeline. However, the implemen- 
tation of this project has been postponed for now, 
because of its high cost—about $1.2 billion. 


[U. Bukeyev] They say that your recent negotiations with 
V. Chernomyrdin in Moscow were very anxious and 
tense. Is this true? 


[Tereshchenko] The negotiations were successful. We 
reviewed the progress of the implementation of Kaza- 
khstan-Russian agreements that were reached in March 
of this year during a visit to Moscow by N. Nazarbayev. 
I was very happy that the State Duma of Russia had 
ratified an agreement on leasing Baykonur, according to 
which Russia will annually pay Kazakhstan $115 
million. 


We also considered the issue of setting up a joint-stock 
company at the facilities of the Kostanay Diesel Plant. 
The joint-stock company will be established by Kaza- 
khstan, Russia, and a large German company. We also 
discussed the construction of an oil pipeline from the 
Tengiz field to Novorossiysk. Finally, we discussed pros- 
pects for the creation of Kazakhstan-Russian financial 
and industrial groups, since the markets of the two 
countries are of great mutual interest to producers from 
Kazakhstan and Russia. It appears that a temporary 
“cooling off’ of this interest is a matter of the past. 


Nonetheless, the course of the negotiations was not easy. 
Each of the parties wants to secure its own advantage. 
However, | think that we will find optimal solutions 
nonetheless, even more so because I have a good per- 
sonal relationship with Deputy Prime Minister of Russia 
Oleg Soskovets, who comes from Kazakhstan, and with 
Viktor Stepanovich Chernomyrdin himself. If the Rus- 
sian prime minister personally greets the prime minister 
of Kazakhstan at the airport, this perhaps indicates 
something. 


Meetings with the heads of the largest banks of Russia 
were fruitful. They are prepared to work with us. It is 
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also advantageous for us: Russia has more monetary 
resources, and the credit rate is lower there. 


[V.A. Solomko, instructor at the Kazakh NTU] Why did 
the government issue guarantees for foreign credit to 
unsound traders so that it is now forced to pay for them 
itself? 


[Tereshchenko] It is noi all that easy to tell a sound 
entrepreneur from an unsound one, even more so when 
an entrepreneur proposes a technical and economic 
feasibility study of his project, drawn up in keeping with 
all the rules and has what would appear to be respectable 
references. At first, in 1991 and 1992, there indeed were 
cases when credit ended up in the wrong hands. How- 
ever, at present we issue guarantees only against a pledge 
of real estate or other assets. 


[B. Novikov, entrepreneur, Aktau] Why do they not 
issue Credit in our country against the pledge of the assets 
that are bought with the credit? For example, a certain 
entrepreneur owns assets coming to $500,000. According 
to our rules, he will never get $2 million in credit. 
However, if he is issued such credit after all, let him buy 
certain equipment with it—machinery, etc., and be 
liable to the creditor specifically with the assets pur- 
chased; the creditor risks nothing. 


[Tereshchenko] At present, we do not have such a law; it 
has yet to be adopted. In general, this issue, interesting as 
it is, is quite complicated. The pledged property will 
have to be appraised, and it will have to be determined 
whether a buyer for it can be found, in principle. On the 
whole, it is necessary for us to create a system of pledges 
and mortgages that indeed operates effectively, as has 
already been done in Russia. 


On Moving the Capital and Rumors 


{Group of war veterans, Almaty] It is hard to believe that 
nobody in the government has calculated what moving 
the capital to Akmola will cost us. Perhaps these calcu- 
lations resulted in an inordinately large amount, and for 
this reason it is being concealed from the people. 


[Tereshchenko] I will be able to answer this question in 
detail somewhat later, when conclusions are obtained 
from a special commission that has been instructed to 
compute everything and make a report to the govern- 
ment. This data will definitely be published. In any 
event, moving the capital will take several years, 
whereas, as you know, this year’s budget does not pro- 
vide for any expenditures for this item. 


[S. Aripov] Sad historical experience exists whereby in 
Tanzania the capital was moved from the beautiful city 
of Dar es Salaam to another location whose name ts 
translated as “‘a large elephant grave,” and in Brazil— 
from the well-established and comfortable Rio de Jan- 
eiro to city of Brasilia, which had shortly before been 
reclaimed from the jungle. In both cases, the most skillful 
and experienced, prominent officials did not “strike 
root” in the new capitals. At best, they travel there to 
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work and return home for the days off. Will we not lose 
elite cadres, given that one cannot easily travel from 
Akmola to Almaty for weekends? 


{ Tereshchenko] Such an apprehension exists. However, I 
do not think that the experience and skills of officials in 
Akmola and Almaty differ all that strikingly. This is why 
it will be possible to draw on local cadres to a consider- 
able degree. Certainly, there are exceptions, there are 
unique specialists and leaders, and the refusal of each 
one of them to move ts a major loss. However, who said 
that they would not move? Let us not run ahead of 
events. 


[Group of war veterans, Almaty] We have heard that the 
move of the staff of the president and the Cabinet of 
Ministers to Akmola will proceed very hastily and be 
completed as early as the middle of next summer. They 
say that the scenario will be as follows: Sometime in 
September, a large “landing party” with great powers 
will arrive there, which will recruit cadres and resolve the 
apartment issue. Most oblast-level organizations will be 
transferred to Atbasar (it is 200 kilometers away from 
Akmola). In winter, staff positions in key ministries and 
departments will be completely filled, to a considerable 
degree with local specialists. They also say that both 
Nazarbayev and Tereshchenko will celebrate the New 
Year’s Day already in Akmola. 


[Tereshchenko] I hasten to reassure the veterans: The 
president will celebrate New Year's Day in Almaty, and 
the prime minister will likewise, unless he 1s sent some- 
where by the president. The “scenario” that 1s outlined 
in the letter 1s merely one of the versions; there are many 
of them now. The people here in the republic who 
‘already know everything precisely” about the deadlines 
and peculiarities of moving the capital city are even 
more numerous. The commission to which I referred 1s 
merely working on scenarios for now. We will try to 
inform the public regularly about the progress of this 
effort 


[N. Morozov, Akmola] Rumors circulate to the effect 
that they intend to clecc down the broadcasting of 
Russian TV in Kazakhstan and greatly restrict the on- 
the-air hours of the Ostankino channel. Is this true? 


{ Tereshchenko] When I was in Minsk I had a conversa- 
tion with Prime Minister of Russia V.S. Chernomyrdin 
about this. This is not our initiative, the initiative of 
Kazakhstan. Money, a few billion Russian rubles, has to 
be paid for the use of TV channels. We have difficulties 
with money. We are now trying to reach an agreement 
with the Russian Government concerning a considerable 
reduction in this amount in view of the fact that very 
many Russian speakers live in Kazakhstan. | think that 
we will succeed 1n coming to a mutual understanding. 


[Askar, Talgar}] On one occasion, I read in ABV that the 
government would issue loans on preferential terms for 
single-family housing construction. This was very inter- 
esting information because at present it 1s impossible to 
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build with one’s own funds by reason of high prices. The 
article in the newspaper was published in April, it seems, 
and nothing has been heard about this since. Has the 
government changed its mind? Or did the journalists 
misunderstand something? 


[ Tereshchenko] There is such a program; what remains is 
for it to be infused with real content and to find money. 
A special Housing Construction Bank has already been 
established; we will take some of the monies from the 
investment fund and some from the budget. We count 
very much on good-size receipts from the privatization 
of 20 percent of enterprises which will be sold for money 
rather than the privatization investment coupons. 


Unfortunately, last year we had to use most funds 
obtained through privatization to pay back the interest 
on foreign credit; we would have not received new credit 
otherwise. However, I am certain that we will find funds 
for construction loans. The development of single-family 
construction is the president’s idea, and a very reason- 
able idea at that. A man who builds a house and betters 
his hearth is a hard-working, solid person. He needs new 
things and new services for the house; this gives him the 
incentive to work more and better. We will certainly help 
such people. 


[B. Novikov, entrepreneur, Aktau] Will a complete list of 
enterprises to be privatized be published? 


{ Tereshchenko] This issue was raised at a recent meeting 
in Pavlodar. | think that we need to clean up this list 
once again and submit it for publication so that there will 
not be any discussion and idle talk such as that arising 
because of the sale of the Zhayrem Mining and Dressing 
Combine and some other facilities. This list will be 
published within a month to a month and a half. 


{[T. Musin] Will the deposits of the population at the 
Savings Bank be indexed? 


[Tereshchenko] We count on solving this problem, at 
least partially, precisely through privatization. In 
essence, the privatization investment coupons and enter- 
prise shares are just like the state loan bonds that were 
placed with the population in postwar years. However, at 
that time money had to be paid for bonds, whereas this 
time they were distributed free of charge. I believe that 
the population will begin to draw dividends in three to 
four years 


We will certainly try to solve this problem. As it 1s, for 
what ts the government criticized the most at present? 
For housing coupons that nobody needs and the depre- 
ciated deposits at the Savings Bank. I have already 
mentioned deposits; we are now working on a few 
concepts concerning coupons, too. Therefore, | would 
advise k ARAVAN readers to be in no hurry to throw 
away the coupons. 


About the House, the Family, and Miscellaneous 


[A.K. Kozhakhmetova] Sergey Aleksandrovich, tell us a 
little bit about yourself. I know that your wife is a 
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teacher. Does she really work for the same symbolic 
remuneration as other teachers? What do you do for 
recreation? What do you read? What foods do you like? 
How are your children set up? Is it true that they study 
abroad? 


[Tereshchenko] The life of prime minister is such that at 
0800 hours he is already at the office and at 2000 hours 
still at the office. Unfortunately, there is a total lack of 
time for personal life. I have a large library, but recently 
I have managed to read only the notorious bestseller 
“My Father Lavrentiy Beriya.”’ It is a very interesting 
and instructive book. Having read it, | came to respect 
the author, who has not betrayed his father although the 
latter was and is believed to be the “personification of 
evil.”’ It becomes obvious from this book that many 
crimes were simply “pinned” on L.P. Beriya by his own 
comrades in arms.... 


My family consists of my wife and two daughters. My 
wife is indeed a teacher by education; currently, she does 
not work. One of my daughters has completed the third 
year of study at the institute of chemical technology in 
Shymkent, and the second daughter has graduated to the 
11th grade. I have good daughters; the elder daughter 
graduated from school with a gold medal, and studies 
successfully at the institute, too. The younger daughter 
also gets good grades; therefore, I have reasons to be 
proud. 


As you can see, my children do not study abroad. | 
likewise never studied abroad. I believe that our educa- 
tion is by no means worse. 


If one is intelligent and deliberate, he may get ahead 
here, too. 


My favorite foods.... I do not know; I like sweets, 
tomatoes.... | have no special predilections. I am indif- 
ferent to wine, but on occasion do drink vodka. 


[N. Voropayev] Have you been offered bribes? 


[Tereshchenko] The readers would not believe me if I 
said “No.” Occasionally, I am offered some services, 
foodstuffs, “‘souvenirs...."” Of course, I turn it down. 


{ Mariya] You are such a tall and self-confident man. You 
hold this high position. Tell us at least something 
hopeful. 


[Tereshchenko] In this difficult time, when the govern- 
ment is drawing criticism from all quarters, sometimes 
justified and sometimes not, I remain confident that 
reforms will succeed. We have tremendous resources; we 
have skilled, highly professional cadres. I think that all of 
this will shortly help us to climb out of the ice hole in 
which we ended up as the USSR fell apart. 


[Mukhamedzhanov] What will you do when you retire? 


{Tereshchenko] I am almost 20 years away from retire- 
ment. I have yet to live that long. 
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Deputies’ Economic Reform Committee Viewed 


944K 2030A Almaty SOVETY KAZAKHSTANA 
in Russian 13 Jul 94 p 2 


{Article by Olga Malakhova under the rubric “We 
Present the Parliamentary Committee”: “The Truth—in 
the Spectrum of Opinion’’] 


[Text] Almaty—Various types of committees formed in 
the Supreme Council are at work to create or correct the 
legislative basis of the market and legal reform and other 
processes taking place in society. How are they setting up 
their effort, what are their objectives and methods, and 
finally, who are their members? The editors intend to 
talk about this in articles under a new rubric. Today we 
are introducing probably one of the most important 
committees, both in its lines of activity and in its size. 


“Creation of the Free Economic Zones [SEZ] is an 
example of the major mistakes that have been com- 
mitted during reform of the economy,” said Orazaly 
Sabdenov, chairman of the Committee for Economic 
Reform, summarizing its regular meeting. 


The issue of the SEZ was taken up in connection with the 
president’s decree in March, which recognized that deci- 
sions of the former Supreme Soviet were no longer valid 
concerning the creation of the [word illegible], East 
Kazakhstan, Karaganda, and Magystal SEZ. But before 
putting ratification of the decree on the agenda, the 
committee must itself get an understanding of the issue. 


‘Alas, creation of the zones has not yielded the aatici- 
pated effect,” is the belief of Baydaly Darimbetov, 
chairman of the subcommittee for foreign economic 
activity. “First, the infrastructure had to be created 
there, and capital invested. Second, even freedom has its 
limits, and in our case it turned out that with the deficit 
we have in the republic budget, not a penny has come 
from the SEZ, all the funds have remained at the 
disposition of the administrative councils of the zones.” 


The deputies listened carefully to the opinions of 
Yerkashbay Derbisov, minister of finance, and represen- 
tatives of the Ministry of the Economy, the Institute for 
the Economy and Market Relations, and the association 
Kazinter SEZ, who were invited to the meeting. Inciden- 
tally, the invitation of economists and other specialists in 
taking up specific issues is one of the main forms of the 
committee’s activity. Its chairman, Orazaly Sabdenov, 
doctor of economic sciences, member of the Interna- 
tional Engineering Academy, and chairman of the Com- 
mittee on Issues in the Development of Science and 
Public Education in the last parliament, deems it very 
important to have the conclusions of independent 
experts, not only in order to write good laws, but also in 
order to provide a mechanism for implementing them, 
especially on the financial side.... 


The arguments made by the department heads came 
down to saying that the organization of the SEZ had in 
essence created within the state four states in which 
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strategic raw materials could be disposed of indepen- 
dently, which could shape their own tax and customs 
policy. What is more, the decision was perceived as 
benefiting the most venturesome regions, those that have 
nonferrous metals. It was proposed that the decree on the 
four oblasts be revoked and all the points in the statute 
on the zones worked out on the basis of the local SEZ 
Atakent (the former Exhibition of Achievements of the 
National Economy). 


Kasimkhan Akhmetov, deputy chairman of the subcom- 
mittee for economic development and privatization, 
who before election to the parliament was deputy head of 
the Zhezkazgan administration and chairman of the 
territorial committee for property, is fully versed in the 
problems of the market structures. 


“The Zhayrem-Atasuy SEZ was created in our region,” 
he said, “As is well known, the zones are supposed to 
attract investors from abroad. But the foreign busi- 
nessmen who come are looking for contacts with private 
firms, of which we have hardly any. If they are going to 
risk their dollars, they would like to know that the 
Kazakhstanis have also been investing their own non- 
state tenge. That is, to begin with there has to be 
denationalization : nd the creation of a social infrastruc- 
ture. In our case, for example, because we had no hotel, 
the foreigners had to travel 200 kilometers to spend the 
night at Baykonur. There is no legal basis in the republic 
for protecting investments. In short, the businessmen 
went away empty-handed.” 


Lyudmila Zhulanova, deputy chairwoman of the admin- 
istration council of the Lisakovsk SEZ, knows all the 
difficulties of the SEZ from within. 


“Our city has both the necessary infrastructure and also 
a high share of private ownership,” she remarked, “but 
there was no protection of investment guaranteed by 
law, there was no support from the state. The admuinis- 
trative councils by no means wanted all the profit left 
with them, and if a decision on a zonal tax had been 
made in good time, it would no longer have been an 
issue.” Still, in spite of the difficulties, a subsidiary of the 
Czech diversified firm Kortimeks was opened in the city; 
it is building a sanatorium building to utilize a local 
mineral spring and is also trading in goods at compara- 
tively low prices. 


The experienced lawyer Zagina Baliyeva, deputy chair- 
woman, believes that even organizing Atakent in the 
capital is contrary to the law because land and property 
are being transferred to it in spite of legislation and 
because a hothouse environment ts being created for the 
center. 


Many of those who spoke at the meeting were of an 
unanimous opinion: Ratify the decree abolishing the 
zones, and write not only a new overall law on the SEZ, 
but also individual laws for each of them. However, as 
Deputy Baydaly Darimbetov rightly noted, although the 
problem lies on the surface, all its aspects are not clear. A 
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feasibility study is necessary to support the decision 
abolishing the zones, arguments able to convince even 
opponents of the presidential decree’s ratification. A 
decision was therefore made to send the document back 
for more work, to be presented for discussion of the 
session only afterward. 


The meeting demonstrated how thoroughly and objec- 
tively the deputies are trying to understand all the details 
of the decision before them in order not to repeat past 
mistakes, in order to put real meaning in the phrase 
“professional parliament.”’ The work of the subcommit- 
tees, each of which has staked out a specific area of 
activity, is a principal contribution to this. For instance, 
the subcommittee for economic development and priva- 
tization is preparing amendments to the Laws “On 
Denationalization and Privatization” and “On Owner- 
ship in Kazakh SSR” and other legislative enactments. 


K. Akhmetov, its chairman, who has been involved in 
the practice of denationalization, has his own point of 
view as to why many of the laws have not “worked” and 
how approaches to privatization need to be changed. 
Finally, there will be council meetings with academic 
economists, production personnel, and investment fund 
managers. The members of the subcommittee include a 
well-known politician, Serik Abdrakhmanov, deputy in 
the last Supreme Council, Ural Mukhamedzhanov, 
former head of a rayon administration, and Natalya 
Lutsenko, an economist. 


The plans of the subcommittee for the banking system 
and credit-and-tax policy, headed by Zkaksykyk Arzym- 
betov, include amending legislation on behalf of com- 
modity producers and working on laws on the banks, the 
National Bank, foreign exchange regulation, and taxa- 
tion. Incidentally, in the past the Supreme Council did 
not include a single banker, while Zhaksylyk is chairman 
of a commercial bank in the agricultural sector in South 
Kazakhstan Oblast. The subcommittee’s members 
include another banker—Ibragim Guler, until recently a 
foreigner, who has now returned from Switzerland to his 
historic homeland and who knows very well the financial 
policy of not only this country, but also Germany and 
Turkey. The experience of Shaymurat Smagulov, who 
was head of a rayon administration in North Kaza- 
khstan, and of Tursymbek Bukharbayev, an economist, 
will also be welcome. 


, 


“T think we should not hurry,” says Zh. Arzymbetov, 
“‘we need laws that will work for at least some 15 years. 
It is a drawback that many legislative enactments have 
been in effect for only a year, but tiey need not only to 
be corrected, but replaced. For example, so long as our 
taxes serve the budget, not production, we have no 
reason to expect the reforms to succeed. Nor can the 
economy develop on the interest rates on loans the banks 
are now setting.” 


The subcommittee for foreign economic activity is 
headed vv Baydaly Darimbetov, a deputy at 30. In his 
opinion, if ihe economic activity being conducted now 
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on the foreign market is maintained, in 20 or 30 years we 
will not have a domestic consumer market of our own at 
all, nor strategic raw materials. The Law on Foreign 
Economic Activity is outdated, a new version of it will be 
taken up in the fall, on behalf of which the subcommittee 
intends to interact actively with experts and to study the 
experience of other countries. Professionalism is of 
course enhanced by the lengthy experience of Baydaly 
himself in the trade sector and that of subcommittee 
member Berik Dzhubandykov, who previously headed a 
private firm in Taldyk-Korgan. 


Baydaly believes there is no basis for criticizing the 
parliament for the lack of new laws. The record figure of 
the former parliament—the 250 bills it passed—has 
given society nothing; after all, most of the enactments 
are inoperative. 


Thoughtfulness and judiciousness make it possible for 
the committee to insist firmly on its position. For 
instance, the deputies returned for additional work the 
bill “On Entrepreneurship,” which did not take into 
account provisions of many other laws that gave rise to 
additional contradictions. Incidentally, the members 
of the subcommittee on entrepreneurship and small 
business include Dauren Adilbekov, its chairman, and 
Deputy Abdumutalin Kubeyev, economists by profes- 
sion. 


The committee’s members also expressed cheir position 
clearly in discussion of the government’s program for 
further promotion of market reforms. They declared that 
the intention of reducing inflation to 10 percent had not 
been backed up with definite action, the program has not 
been fully linked to the budget, supplements are needed 
to support commodity producers, and selective direc- 
tions have to be worked out for social assistance to the 
vulnerable segment of the population. As 1s well known, 
it was decided that the government program would be 
examined once again, and the committee took a most 
active part in additional work on it. The thrust of its 
position is opposed to shock treatment and in favor of 
carrying out the reforms in stages. 


The demands of the deputies have to be quoted from the 
written conclusion, since the journalists invited to the 
meeting of the committee, which was attended by Prime 
Minister Sergey Tereshchenko, were suddenly removed 
as soon as the meeting began “for 10 minutes” so that 
the finance minister could communicate some state 
secret?! Forced at the exit to present handbags and 
briefcases for examination by an officer of the prime 
minister's security, the members of the press waited an 
hour instead of 10 minutes, and then they were forced to 
leave. Well, there are costs in any job, but all of this 
could have been done more properly. 


But that is by the way. Because on the whole, even here 
we need to give credit to Deputy Tarbie Sarabekova for 
the great importance attributed to glasnost in 1is work. 
Tarbie Serbayevna, who headed the committee for state 
property in Leninsk, believes that a law is needed to 
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protect the rights of stockholders so that we do not end 
up in the position of the Russian stockholders, who when 
voucher privatization was over confronted the problem 
of the bankruptcy of the investment funds. She 1s already 
involved in preparing such a bill. 


The spectrum of opinion within the committee is also 
expressed by the presence on it of Vitaliy Roze, deputy 
chairman, who represents the caucus Progress. In the 
plenary meeting, which discussed the government pro- 
gram, he expressed the particular opinion of that group 
of deputies. 


By the end of the year the deputies have for adoption 12 
bills submitted for discussion on the initiative of the 
president. And if, as in the past, the operating principle 
of the Committee on the Economic Reform 1s adhered 
to, which is to work without haste, with thorough anal- 
ysis, and taking into account the most varied points of 
view, we surely will be protected against the mistakes of 
this branch of government. 


Deputy Minister on Bankruptcy Problems 


944K1991A Almaty PANORAMA in Russian 
No 30, 30 Jul 94 p Il 


[Interview with Zhamnyat Yertlesova, deputy minister 
of the economy of the Republic of Kazakhstan, by 
Askir Aukenov under the rubric “Interview”: place 
and date not given: “The Slowdown in Setting Up the 
Mechanism for Financial Rescue and Bankruptcy May 
Require Another Mutual Clearing at the New Spiral of 
Inflation] 


[Text] [Aukenov] What in your view 1s the principal task 
of the Ministry of the Economy in the context of carrying 
out the 2! July order of the prime minister? 


[Yertlesova] As is well known, enterprise debt is being 
cleared this year in Kazakhstan. It has been accompa- 
nied by an issue of credit to debtor enterprises in the 
amount of about 18 billion tenge on condition of repay- 
ment by 15 July. Unfortunately, repayment of the credit 
obtained on the basis of the clearing has been very bad. 
That order of the prime minister was prepared in order 
to link repayment of enterprise debt to the restructuring 
of the economy. The task 1s not simply to name the 
debtors and examine possibilities for extinguishing debt 
on the basis of clearing, but to look at this problem 1n the 
context of the possibility of financial rescue of the 
enterprises. 


[Aukenov] What does the mechanism for financial 
rescue look like? 


[Yertlesova] The following mechanism is applied to 
enterprises that have prior debts, did not extinguish debt 
in the clearing, or as of this day are operating at a loss. 
Speaking in very broad terms, they will all be divided 
into two large groups. The first consists of enterprises 
that have great strategic or priority importance, to which 
the mechanism of financial rescue or restoration to 
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health will be applied. They will in turn be divided into 
several parts: large, medium-size, and small enterprises, 
to which different versions of financial rescue are 
applied. Then these enterprises must submit their own 
programs for financial rescue, which will be examined 
individually by the relevant ministries and departments. 
Debtor enterprises that do not come under the mecha- 
nism of financial rescue will be offered for privatization. 
If a purchaser or creditor is not found for them, these 
enterprises will be declared bankrupt pursuant to legis- 
lation. This is what the proposed mechanism looks like 
in general outline. But the main task is to divide debtor 
enterprises (or those operating at a loss) into those that 
have and do not have priority. 


[Aukenov] What types of support will be furnished to 
priority enterprises? 


[Yertlesova] All debts of enterprises that have great 
strategic importance and consequently are indispensable 
to the republic will be assumed by the state budget. They 
submit programs for reconstruction or financial rescue, 
which will be thoroughly examined, and then financed. 


[Aukenov] Does what you have said mean that the 
mechanism for financial rescue is applicable only to 
enterprises in which the state has a share? 


[Yertlesova] The order of the prime minister does not 
say that. Information on all debtor enterprises is being 
submitted regardless of form of ownership. 


{Aukenov] Does it not seem to you that the percentage of 
enterprises that might be declared bankrupt 1s rather 
high in the republic, and there is some question about 
privatizing such a large number? 


{Yertlesova] Yes, of course. But all bankrupt enterprises 
need not be privatized at once. This job will be done in 
stages, and it is quite possible that enterprises that stil! 
have not found good owners or have not gone through 
the process of privatization will be able to do this 
gradually, for example, in the coming year. A very 
serious approach is needed to this task, but time does not 
wait either. | feel that we have already dragged out this 
process enough, because it should have begun at the 
same time as the clearing. 


[Aukenov] Incidentally, the deadlines are very tight for 
performing all the necessary measures. 


[Yertlesova] I do not think so. 


[Aukenov] But the order of oblast commissions for 
clearing provides that documents on the financial con- 
dition of all enterprises are to be submitted by 10 
August 


[Yertlesova] The clearing was completed quite some 
time ago. All the documents on the condition of these 
enterprises and their balance sheets have already been 
submitted. And if an enterprise is interested in being 
included on the list of those to be rescued, then I think it 
will submit all the necessary information. It 1s another 
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question that one gets the impression of there not being 
enough time (by 15 August—A.A.) for the Ministry of 
the Economy to submit the list of priority enterprises. 
The order does not mean that we must select all the 
enterprises for rescue by 15 August. Our task now is only 
to submit the mechanism for carrying out the rescue 
operation. That is, by 15 August we must have all the 
information on the debts of enterprises, the list of 
enterprises operating at a loss, a separate list of enter- 
prises which have strategic importance, which will also 
be examined by other relevant ministries and depart- 
ments. That is, beginning on 15 August we will for all 
practical purposes only be undertaking that big job, 
jointly with the oblasts, of course. 


[Aukenov] What should the amount of debt be for 
enterprises to be considered bankrupt? 


[ Yertlesova] I think that an individual approach must be 
taken here, it is practically impossible to name any 
average figure. We had good reason to include in the 
principles of selection of priority enterprises consider- 
ation of the social problems of small and medium-size 
cities. After all, there are enterprises on which a city’s 
entire infrastructure depends. Here again there is no 
question that the approach must be purely individual. Of 
course, if with the help of individual ministries and 
oblast administrations we set up a mechanism and 
principles for a fairly objective selection of enterprises 
for financial rescue, then this effort will be effective. 


The most important thing is that we need to undertake it 
as rapidly as possible. Otherwise, the problem of another 
clearing could arise. Nonpayments could build up once 
again, and everything will be repeated, but at a higher 
level of inflation. 


[Aukenov] By approximately what date do you expect 
selection of the enterprises to be rescued? 


[ Yertlesova] I think that the selection will be made over 
several months. Just as soon as we determine what 
number of enterprises are to be rescued, work will! begin 
to examine the actual programs for rescuing them. We 
must be guided in this question mainly by the interests of 
the state as a whole. Examination of the programs will, of 
course, take some time. The actual rescue may require 
months in some places and two or three years 1n others. 


[Aukenov] The rescue program will be set in motion by 
the enterprise itself? 


[Yertlesova] The enterprise could set it in motion on its 
own, or present a proposal for it to be drafted by 
someone on the outside. Bui I think that the initiator of 
the program must above all be the enterprise itself. In 
any case, if it wants to survive under present-day cond1- 
tions. 


[Aukenov] And if the program submitted by the enter- 
prise does not satisfy you? 
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[Yertlesova] Then probably some rescue committee or 
other state agency created will work on it. 


[Aukenov] When is adoption of the actual Law on 
Financial Rescue and Bankruptcy proposed? 


[Yertlesova] In principle, the Law on Bankruptcy exists, 
there is no effective mechanism for carrying it out. It has 
become somewhat out-of-date by this time. The new 
version of the Law on Financial Rescue and Bankruptcy 
was submitted to the Supreme Soviet within the last few 
days. 


Deputy Details Labor, Social Program 
944K 18594 Almaty SOWETY KAZAKHSTANA 
in Russian 19 Jul 94 p 2 


[Article by Valentin Makalin under the rubric “Parlia- 
mentary Podium”: “A Concrete Goal Is Needed for 
Reforms” 


[Text] He was born in 1937, and completed the Moscow 
Historical-Archives and the Kazakh Polytechnical insti- 
tutes. He is a Candidate of Economic Sciences. He has 
worked in the archive system of the republic, at the 
Institute of Economics under KazSSR Gosplan, at the 
Institute of Economics of the National Academy of Sci- 
ences, and then at the State Labor Committee and the 
Ministry of Labor. He has most receniiy been on the 
Council of the Federation of Trade Unions. 


In the Supreme Soviet he is chairman of the Committee 
for the Social Protection of the Population 


Everyone understands that it is patently insufficient 
simply to assert the fact of a crisis situation in the 
economy today. The causes of this grave situation and 
the prospects for getting out of the crisis, as well as the 
the paramount tasks that must be resolved, must all be 
determined. A discussion of the causes is not a search for 
those to blame. It is essential so as to clarify which of the 
factors remain in force as before, and without the elim- 
ination of which escape from the crisis is either impos- 
sible or fraught with grave consequences. 


All of this should seemingly have been in the government 
program that was recently under discussion in the 
Supreme Soviet. But the authors of that document 
evaded an analysis of the causes and factors of the crisis, 
as well as the failure of the prior program. It looks as if 
they do not even acknowledge any failure, but they also 
do not explain the necessity for new plans. We will try to 
do that. 


The causes of the crisis are not only, and today not so 
much, in the collapse of the USSR. They are more in the 
poorly thought-out nature of the economic and social 
reforms that were and are being pursued. 


lhe collapse of the USSR is a fait accompli, but it will be 
extremely difficult to get out of the crisis without broad 
economic and political integration with the former 
republics of the USSR, especially Russia, Ukraine, 
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Belarus and the republics of Central Asia. And it 1s not 
only a matter of economics. Millions of people who 
voted in the referendum for a unified country have a 
negative perception of the collapse of the USSR. Inte- 
gration is thus essential not only from a purely economic 
standpoint, but also from social and moral ones. The 
moral and psychological factor is also important for the 
success of reforms, for the successful emergence from the 
Crisis. 


Yes, the reforms were necessary. Any society should 
develop and reform itself, otherwise it beings to “‘stag- 
nate” and degrade. But they, and especially those that 
touch on the foundations of the life of society, should 
meet a number of conditions—have a clear, well-defined 
and understandable ultimate goal that corresponds to the 
aspirations of the people and is shared by a majority of 
the citizens, or even better by all citizens. Only such a 
goal can make society cohesive. The reforms should also 
improve the lives of people, or in any case certainly not 
make them any worse; they should conform to the main 
directions of the development of mankind, and be suffi- 
ciently elastic and flexible, both in relation to economic 
relations and in social protections (social guarantees) for 
the population. 


How much do the reforms being pursued meet the 
conditions cited? 


We will begin with the goal. There are two fundamental 
issues here. 


First, the very presence of a goal, and second, its 
legitimacy. 


Any reforms, it is understood, should have some purpose 
(insofar as reforms cannot and should not be an end in 
themselves). There should moreover be a clearly formu- 
lated ultimate or main goal, and subgoals or tasks that 
provide for its achievement. Since reforms begin with 
th. :* udiation of the extant socio-economic formation 
and production relations, it would be entirely fair to 
expect suitable alternatives. The repudiated formations 
and production relations had as their ultimate goal the 
maximum satisfaction of the constantly rising material 
and cultural requirements of the population. The pro- 
duction relations and economic mechanism served the 
achievement of that goal. 


The system being repudiated, as we see, had its pluses 
and minuses as any other. 


A quite high level of social protections and social guar- 
antees existed in particular. The practice of planning 
provided the basic economic proportions and mobiliza- 
tion of resources for the accomplishment of the most 
important tasks. The downfall of the system, however, 
was the lessened motivation for labor activeness of the 
population, the hypertrophied centralism of administra- 
tive-command management (and planning as the most 
important tool of management), and the repudiatton and 
suppression of market relations. 
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It should be noted on a fundamental plane that market 
relations are not antithetical to socialism, and neither is 
private ownership. K. Marx, and Marx»sts as a whole, 
saw the main contradiction of capitalism in the social 
nature of production and private appropriation, that is, 
the presence of exploitation, and not in the nature of 
ownership. The exploitation of man by man is not 
immanently characteristic of private ownership. Yes, 
private ownership is the principal and main source (01 
factor) in the exploitation of man by man, but it is no 
absolute. Individual and collective (in the American 
treatment of this concept) varieties of private ownership 
do not contain that. 


The ideologists of reform, while repudiating the socialist 
idea and its goals and the production relations and 
economic mechanism that existed, have not defined 
their main socio-economic goal, but rather have started 
to reform production relations and the business mecha- 
nism right off. The legalized and legitimized exploitation 
of man by man and the redistribution of people's 
common and state property have markedly reduced the 
level of social guarantees and social protections. The 
fundamental issue of the exploitation of man by man has 
been legitimized herein through the principle that every- 
thing is permitted that is not prohibited by law. The 
exploitation of man by man is not prohibited by law. 


The most important social conquest and essence of the 
socialist idea has thereby been rejected, and not legiti- 
mized by referendum or by any act of legislation, but 
rather by the absence of such. 


But have any goals at all been made public? Yes, the 
Program of Anti-Crisis Measures defined as its goal the 
“creation of truly market mechanisms.” But “market 
nechanisms” are all in all just an economic tool, the 
same as planning, which is also a tool. But an economic 
tool cannot be a goal for the national economy. So just 
what are these “truly market mechanisms” needed for? 
For the good of the people, or for the organization of the 
rapid social segmentation of the population at any price 
and the creation of a bourgeois class? 


It is no accident that such a program failed, and it could 
not have failed to fail. It was not accepted and was not 
well received by the overwhelming body of the popula- 
tion. 


Whence another thing—reforms that do not have a 
unified goal uniting them that is understandable to and 
shared by society prove to be disjointed among them- 
selves in tasks, in time frames, in resource sufficiency, in 
socio-economic limitations. A persistent stereotype thus 
forms (and one could assert, has formed) in society of 
mistrust, both toward the reforms and the reformers. 
People do not feel that they and the state are a unified 
whole. They see that the laws that are passed make it 
possible to “steal by law.” The continuing decline in 
production, of necessity, forces a “belt tightening.”’ But 
everyone, and not just those who were already impover- 
ished, has to tighten them. 
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People see that at a time when they are being called upon 
to suffer, some are getting rich off their misfortunes. And 
the main thing they should know is what they are 
suffering in the name of. If people believe that it is their 
power, that it serves the interests of the overwhelming 
majority of the people and not only the rich, then the 
majority will support that power. A social partnership is 
thus possible on that basis alone. 


Reforms, as was noted above, shou'd improve the lit 
people, otherwise there is no po.nt in pursuing tt 
certain decline in the growth rate or even stand... 
living and production is possible in principle, in view of 
the objective necessity of structural shifts, but it snould 
nut be prolonged, and be small in amount and control- 
lable. If that is not so, the incompetence of the reformers 
is obvious. 


So then, what do we have in reality? An uncontrolled 
decline in production and standard of living of the 
population. The devaluation of the deposits of the pop- 
ulation in the Savings Bank, systematic delays in the 
payment of wages, pensions, stipends, assistance that 
devalue income, and the impossibility of obtaining the 
necessary goods and services have had an effect and 
continue to have an effect of late. The situation is 
aggravated by the fact that the Constitution of the 
Republic of Kazakhstan and the Laws “The Minimum 
Consumer Budget” and “Indexing the Monetary Income 
of the Population With a Regard fo: Price Increases for 
Consumer Goods and Services,” as well as a number of 
laws for the social protection of the population, are not 
being fulfilled in systematic fashion. 


And the hired workers are called, in the face of all of this, 
to a social partnership. It really is better than conflicts. 
But a social partnership should be a two-way street. 
social segmentation presupposes pay according to labor, 
but a sharp demarcation is occurring not through the 
differences in the growth rates of income in a developing 
national economy, but through the plundering of the 
majority by a minority, with that minority moreover 
piling up a fortune thro . ‘he larcenous appropriation 
of the property of the pes,. or open thievery. 


In order to answer the question of whether the reforms 
being pursued correspond to the main route of the 
development of mankind, we will try to look into the 
following. First, is the socialist idea utopia? Second, 
what are the criteria of socialism as a socio-economic 
formation that distinguish it from capitalism? 


K. Marx, as a researcher of social development, ascer- 
tained a certain dependence of the social order on the 
level of development of productive forces. And he saw 
and understood that the excellent, humanistic and 
socialistic ideas of Thomas Moore, Companelli, Owen, 
Saint-Simon and others were utopian. But he showed, at 
the same time, the fundamental condition for the possi- 
bility of the realization of the socialist idea—the appear- 
ance and development of large machinery production. 
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Critics of the socialist idea assert that it has not had 
complete success in a single any country. That is indeed 
$0, there has not been complete success. But could it 
have succeeded, were the objective conditions there— 
that is, was large machinery production predominant in 
the economies of the countries that proclaimed and tried 
to incarnate the socialist idea? 


It would seem, using the example of Russia, that this 
question could be answered satisfactorily. Such plants as 
the Pultilov works in St. Petersburg, Prokhorovskaya 
Manufacturing in Moscow, the textile enterprises of the 
Morozovs, the plants for agricultural machine building 
in Lyubertsy, Singer sewing machines in Podolsk, oil 
fields in Baku, and the Motovilikhinskiy plant in Perm 
did not exist either in Germany or in the United States. 
The main body of the population of Russia, however 
was engaged in agriculture, where capitalization was 
taking its first steps, and there was no discussion of large 
machinery production. 


But perhaps large machinery production was predomi- 
nant in Rumania, Bulgaria, Hungary, Poland, China, 
Vietnam, Cuba, Ethiopia etc.? Alas! That is the misfor- 
tune of those countries. But the successes in the socio- 
economic development of the countries that do not have 
large machinery production can fail to be noted only by 
those who do not wani to notice even under those 
conditions. And the fact that the successes were not as 
that substantial as they might have been (and they could 
not be complete) is the fault of the executors, not of the 
socialist idea. 


And here we approach the second principal argument of 
the critics: the rejection of the forms of power. It should 
be noted right away herein that most of the critics of the 
socialist idea equate the form of power and the socio- 
economic formation. 


But if we consider the correlation of the socioeconomic 
formations and the forms of power in their historical 
development, we see that—both for the states with an 
economic foundation of slaveholding, and for feudalism 
and capitalism—democracy, oligarchy and totalitari- 
anism were highly typical. 


It is thus not logical to assume that socialism is not an 
exception either? That various forms of power are char- 
acteristic of it as well? 


Yes, totalitarianism has compromised itself, and to a 
certain extent the socialist idea, in the eyes of a consid- 
erable number of people. The principal misfortune 
therein is not the fact that the socialist idea was compro- 
mised by repressions (both feudalism and capitalism 
could be a little purer in this; suffice it to recall the 
Inquisition and Nazism), but rather the fact that they 
were attempting to realize something that the time had 
not yet come to realize, and was thus knowingly doomed 
to failure. The most vivid example of this was the 
socialization of the agrarian sector in the USSR. That is 
why repressions were widely employed at the time, 
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because the agrarian sector was not ready for socializa- 
tion. The replacement of formations in principle is not 
an instantaneous phenomenon, it is a quite prolonged 
process. The formation is not power that can be seized by 
a coup. V.I. Lenin understood that through mistakes, 
and the New Economic Policy (NEP) was an answer to 
life’s realities. 


The dialectic of the social development determines and 
testifies that the new is engendered in the bowels of the 
old, and develops through the rejection of the old. But 
forms and methods characteristic of the old are also 
preserved for a long time in the new. And this is the very 
time to investigate just what distinguishes socialism 
from capitalism, and what is characteristic of the one 
formation and the other. | would stipulate right off that 
the discussion does not concern communism, but 
namely socialism as a transitional formation. 


First we will note the common item that would seem- 
ingly not be doubted even by the deniers of the socialist 
idea—pay according to labor. Inequality is automatically 
acknowledged with its acceptance, since people are not 
equal in biological characteristics and differ markedly in 
the results of their work. 


The question of the market is more complex. It is 
acknowledged, on the one hand, that the presence of 
money-exchange relations and the cost valuation of labor 
do not contradict socialism. But on the other hand, the 
market would not seem to be characteristic of socialism. 
The very mresence of money-exchange ties, however, 
assumes niarket relations. They have thus existed in 
slaveholding, feudal and capitalist states. It is another 
matter that the degree of development differed. The 
deveiopment (and deepening) of the specialization of 
production, the division of labor and the necessity of 
exchange engendered by them affect the deepening anc 
expansion of market relations first and foremust. But the 
division and cooperation of labor, after all, are also 
characteristic of socialism, in the same way as the 
presence of universal equivalents of money. The market 
thus not contradict socialism. 


Everything is not very clear with ownership either. K. 
Marx, as we noted, saw the main contradiction of 
capitalism not in ownership, but rather in the exploita- 
tion of man by man; the absence of that, however, is 
possible under various types of ownership. There are 
various types of ownership in the United States, Japan, 
Germany, France, England, Italy and other countries. 
There are individual, state, public (an equivalent to 
people’s) and various types of collective ownership. State 
ownership, by the way, was also widespread in pre- 
revolutionary Russia, and occupies a quite significant 
place in a number of countries. The ownership of insur- 
ance and pension funds, which are very large owners, is 
quite properly designated as public. 


The share of individual ownership has a tendency to 
narrow. Individual and state ownership constitutes a 
comparatively small share of the production sector in the 
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United States in particular, while collectively owned 
enterprises are more than |1 percent of their number. 


Various types of collective ownership have become wide- 
spread in many countries, and in virtually all of the 
post-industrially developed countries. Three primary 
forms may be delineated among them. The first is when 
the enterprise is owned by various legal and natural 
persons that both do and do not have any relation to the 
actual production. This is the typical joint-stock com- 
pany (holding the primary position in the United States). 


The second form is when the enterprise is owned by 
those who work at it. This is the ownership of labor 
collectives (they are noticeably widespread in the West 
and the United States). The share of individuals is 
restricted (or made equal) after five-seven years of work 
at the enterprise in order to prevent the possibility of 
exploitation. 


The third form of collective ownership is the ownership 
of the consumers of a product or service. This is in fact 
the consumer cooperative. 


We can see that if we were to proceed from the Marxist 
criterion, socialist forms of ownership are substantial in 
many countries, and they have a tendency to grow. 


Another criterion of the socialist formation is the pres- 
ence of planning of the national economy at the nation- 
wide level. How do the developed countries look through 
the lens of this criterion? The United States, Japan, the 
countries of Western Europe and other countries have 
made and do make broad use of nationwide develop- 
ment programs. South Korea regularly composes a five- 
year plan for the development of the economy. 


The socialist idea and socialist formation are thus widely 
and confidently making headway, and the successes in 
the economies of many countries are directly tied to the 
realization of socialist principles of economic manage- 
ment. 


One would think that before we reject everything con- 
nected with the socialist idea wholes.le, we must con- 
sider once again—do we want to be moving against the 
general world movement by rejecting the expediency of 
nationwide planning and regulation? Planning and the 
market, after all, can get along with each cther very well; 
it is merely a question of the limits of the action of this 
or the other mechanism depending on economic reali- 
ties. Government programs are also, by and large, a kind 
of nationwide planning, only without regard for the 
requirements inherent in it, which thus dooms them to 
failure. 


And finally, one last thing: the goals, the elasticity and 
flexibility of the reforms ensuring the achievement of the 
goals, and criteria for the effectiveness of reforms. As 
pertains to the latter, the general director of the firm of 
Volkswagen (Germany)—a collectively owned enter- 
prise—determined that the main thing is not profits 
(national income for the state), but rather in what 
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direction the standard of living of the enterprise workers 
(for the state, the population) is changing. It would seem 
useful for us to adopt that criterion as well. And the goals 
for the development of the national economy, programs 
of development and the goals of reforms should be 
coordinated with it. 


The elasticity of reforms is determined by the fact that 
they should conform to the objectively extant situation 
and be consistent with the necessary limitations at each 
stage, and the limitations in particular on the parameters 
of the standard of living, the ecological situation and the 
mentality of the citizens (population). The program of 
actions submitted by the Cabinet of Ministers to accel- 
erate reforms and get out of the economic crisis is 
genetically “ill” with the same diseases that prior gov- 
ernment programs had. 


There is not, first of all, any unity of goals. The very 
name itself contains two goals: accelerating reform and 
getting out of the economic crisis. The authors possibly 
assume that accelerating reform will also ensure getting 
out of the economic crisis. But that is far from axiomatic. 
That ‘5 not even to mention that how to measure it, what 
indicators will determine the speed of the progression of 
reforms, receives not a word. The authors also did not 
define any indicators for getting out of the economic 
crisis. The pretentiousness of the name relies on two 
postulates—that the reforms being pursued and pro- 
posed are suiied to the situation. It is only a question of 
the speed of their realization. 


Both postulates are not substantiated and not proven. 
They are assumed to be taken on faith. 


The main goal of the program, meanwhile, should be 
defined proceeding from the supreme goal of the 
economy and providing for its achievement of the sub- 
goals and tasks being resolved. We assume that that 
should be, taking into account the realities of life, 
stabilizing the standard of living of the population. 


The decline in production must be halted for that to 
happen. All of the reforms should be directed namely at 
that. Their effectiveness should be evaluated through 
that lens as well. 


The main limitation in evaluating the proposed program 
(and the reforms, methods, techniques and time frames 
for carrying it out) is not permitting the standard of 
living of the population to drop below the poverty line. 
The mechanism for determining it is at least in need of 
improvement, but it does exist on a fundamental plane. 


It is also important and decisive to change policy in the 
realm of privatization. 


The announced aims of the change in the ownership 
relations—to bring the producer closer to the property, 
and increase his labor activeness thereby—has not only 
not been achieved, but has even had results that are the 
opposite of what was expected. Whereas before the 
reforms the workers at enterprises had a vested interest 
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in increasing the efficiency of labor and the operation of 
the enterprise as a whole, since the profits were quite 
widely utilized for the development of the social sphere, 
they have been deprived of that today. Ten percent of the 
shares of stock, without the right to vote even in joint- 
stock enterprises, provide an incentive only to drive the 
profits to zero. 


The ‘“‘peak” privatization is even less connected with 
increasing labor activeness. 


The assumption of an increase in the level of supervision 
(management) from changes in ownership relations is 
also utopian. Enterprises (with the exception of small 
ones) are managed by hired executives around the world, 
as a rule, and not by the owners of the property. And it 
is not that significant for a manager, on a fundamental 
plane, who hires him: an individual owner, shareholders, 
the labor collective or the state. He is moreover best 
protected on a social plane if he is hired by the labor 
collective. 


The state has borne enormous losses as a whole, and the 
state budget in particular, with the change in ownership 
relations. Considerable currency reserves have settled 
abroad. Commercial structures are evading taxation in 
scandalous numbers. The proportionate share of com- 
mercial structures in goods turnover is thus roughly half, 
while the taxes from goods turnover are tens of time less. 


Labor discipline, activeness or the social-property differ- 
ential have not gone up. Lack of confidence in the future 
and social decline have increased, and moral restraint 
has weakened. The moral erosion has encompassed all of 
society. 


A decisive turnaround is needed in this regard toward a 
strengthening of social protections for the population in 
accordance with the labor contribution of each. The 
requirements of the Constitution of the Republic of 
Kazakhstan (Article 19) and the laws “The Minimum 
Consumer Budget” and the first article of the ““Mini- 
mum Wage,” which define that it should not be less than 
the minimum living standard, should be upheld in the 
first stage. 


It is necessary, at the same time, to adopt the law ““The 
Rational Consumer Budget.” It will become the deter- 
minant of the dedicated function of the economy, a 
measure of the consumption fund and a tool for fighting 
monopolism, as well as a measure for determining the 
threshold amount of a sharp increase in the progression 
of the income tax. 


The task we face is to increase sharply the plan- 
regulating role of the state in the execution of structural 
changes in the national economy. A weakening of its 
regulatory effects is expedient and essential in an 
ordered economy, with established ties, with a stable 
finance and credit system, and not in the face of a 
collapse of the economy. Decisive measures are also 
needed to protect the intrinsic producer, especially in the 


sectors that possess significant potential capabilities— 
the light and food industries, raw-materials exports. The 
liberalization of prices should be accompanied by a 
well-defined and harsh battle against monopolism, as 
well as the timely and efficient indexing of the income of 
the population with a regard for price increases for goods 
and services. 


In my opinion, the tasks being resolved should, in order 
that the government program be a true program, be put 
down with an indication of their goals, the expected 
results, the necessary resources, time, conditions for 
resolution and limitations, possible deviations and non- 
standard situations. Only with the observance of all of 
these conditions will we be able to hope that it will 
receive universal support. 


Oil, Gas Concerns Discussed With Moscow 


944K 1993A Almaty PANORAMA in Russian 
No 30, 30 Jul 94 p 2 


[Article by Alla Bilskaya: “A Program for the Supply of 
Oil and Gas to Commonwealth Countries to the Year 
2005 Was Approved at a Moscow Conference’”’} 


[Text] 


The Commonwealth 


On 20-22 July, a Kazakhstan Government delegation 
headed by Prime Minister Sergey Tereshchenko paid an 
official visit to Moscow where it took part in intergov- 
ernmental conferences with representatives of related 
ministries and departments of the CIS states. Ravil 
Cherdabayev, minister of oil and gas industry, was a 
member of the delegation. 


The minister and Bulat Yelemanov, his deputy, arrived 
in Moscow on 17 July. During the time of their stay in 
the capital of Russia, they visited the Mintransstroy, 
Rosneft, and other state and commercial structures. A 
meeting was held with Mr. Fomin, the first deputy 
minister of fuel and energy of the Russian Federation. In 
accordance with an interstate agreement approved ear- 
lier, an intergovernmental oil and gas council was estab- 
lished, whose members are heads and representatives of 
ministries and departments of the fuel-energy complexes 
(TEK) of the Commonwealth countries. 


A regular conference of the council was held on 19 July. 
It took place under the chairmanship of First Deputy 
Minister of Fuel and Energy of the Russian Federation 
Fomin. The conference was participated in by represen- 
tatives of the national organs of administration of the 
fuel-energy complexes of Kazakhstan, Azerbaijan, 
Armenia, Belarus, Georgia, Moldova, Russia, Uzbeki- 
stan, and Ukraine. Representatives of Hungary, Slova- 
kia, the Czech Republic, Croatia, and Romania attended 
as observers. 


The question of the future development of cooperation 
between members of the council was examined. It was 
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decided to prepare materials on the most important 
questions of activity of the fuel-energy complexes of 
member countries, with their examination at a meeting 
of the council of ministers and directors of the national 
organs of administration of the TEK. Subsequently, they 
will be presented for review by the heads of states and 
governments who signed the agreement on the establish- 
ment of an intergovernmental council on oil and gas. 


Members of the conference approved a program of 
immediate work for the scientific support and imple- 
mentation of agreements between the countries of the 
council. It was deemed necessary this year to implement 
the main theme of the program for providing oil and gas 
to the CIS countries up to the year 2005, taking into 
account the predicted level of development of their 
economies. 


A discussion was also held on continuing the mutually 
beneficial deliveries of Siberian oil to Kazakhstan and of 
west Kazakhstan oil to Russia. Much attention was given 
to the resolution of questioiis associated with deliveries 
to Kazakhstan of equipiuent and spare parts, and also to 
the modernization of capacities for the production of 
individual types of equipment for the oil and gas pro- 
duction and processing industry. A number of proposi- 
tions were also discussed on the organization of an 
accurate system of inter-offsets. Ways were found to 
settle some types of interrepublic debts on the basis of 
mutual deliveries. Parity will be maintained in the 
amou.t of oil supplied by Kazakhstan and Russia; 
moreover, an increase in mutual deliveries in the future 
is possible. 


The requirement for Russian fuel has increased in con- 
nection with the start of the harvest campaign in Kaza- 
khstan. A way out of the situation was found at the 
conference that was held: Part of the Russian oil that is 
delivered to Kazakhstan will remain at the plants as 
payment after processing, and what is lef’ will be sold by 
the Russian side on the territory of Kazakhstan. This will 
make it possible to eliminate the shortage of fuel. Rep- 
resentatives of science took part in the work of the 
conference. As Mr. Cherdabayev said, it is very impor- 
tant for the oil iiidustry of Kazakhstan to have its own 
scientific base. 


“The entire scientific potential of the former USSR is 
now basically concentrated in Russia,” noted Mr. Cher- 
dabayev, “and 95 percent of the equipment used in 
Kazakhstan is now produced outside its borders. This 
concerns the extraction, processing, and also the trans- 
port industries. But, is it necessary to create an industry, 
if it is well developed in the other CIS states—our 
bygone business partners. Economics should not know 
either nationalities or borders. The process of integration 
is a characteristic phenomenon of modern times, and we 
are striving for this as well.” 


During the working visit to Moscow, the Kazakh Min- 
istry of Oil and Gas Industry concluded two agreements 
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on mutual cooperation—with the vil company Lukoyl 
and with the state enterprise Rosneft. 


“Now the task of the ministry is to be free of current 
matters and become the brains of the center of the 
industry, ma:ntaining continuous communications with 
the apparatus of the president, the Cabinet of Ministers, 
and related ministries; and to provide holding compa- 
nies with all of the rights for the management of produc- 
tion collectives,” Mr. Cherdabayev believes. “For the 
future, we are planning a transition to a Western variant, 
when enterprises and companies are associated with the 
government only through taxes and the implementation 
of specific laws that ensure labor safety and the mainte- 
nance of ecological conditions. But, it will be possible to 
make this transition only when 90 percent of the enter- 
prises that now make up the state sector will end up 
privatized. The methods of resolving our problems over 
the course of time will be perfected and adapted to the 
changing situation. It cannot be ruled out that the time 
will come to establish transnational corporations with 
Russia and Ukraine. Work is already going on in this 
direction. However, for this it is necessary to have the 
kind of republican laws that would interact flexibly, or to 
find general laws that do not violate the laws of the 
mechanism. 


“Sergey Tereshchenko supported the idea of my business 
trips to the main industrial regions of the republic,” 
continued Mr. Cherdabayev. “Their purpose is to draw 
up personal assessments of enterprises, their situations, 
and getting to know the directors and the collectives. 
This was the first task that I set for myself after I took 
over the post of minister. In six days, I visited the 
Pavlodar, Shymkent, Kzyl-Orda, Aktyubinsk, and Ural 
oblasts, and I met with the directors of enterprises in 
Mangyshlak and Atyrau. I had a meeting with an Uzbek 
delegation, at which we discussed possible ways of sta- 
bilizing the delivery of gas from Uzbekistan. We suc- 
ceeded in coming to an agreement on the delivery of gas 
to Kazakhstan in the third quarter on the basis of mutual 
clearing of deliveries and mutual offsets. It is not pos- 
sible to say that the problem has been resolved fully—it 
will disappear only when we will be able to pay.” 


Mineral Resources, Mining Potential Viewed 


944K2012A Almaty KAZAKHSTANSKAYA PRAVDA 
in Russian 3 Aug 94 p 2 


[Article by Georgiy Burdukov, associate of the Kazakh 
Scientific Research Institute of Mineral Raw Material: 
“Geology: Openness About Secrets. Disclosure of the 
Mineral Wealth to the ‘Potential Enemy’ Could Save 30 
Million Budget Tenge a Year’’] 


[Text] One of the negative consequences of the Soviet 
epoch was the wholesale classification of everything and 
anything, including things that cannot and should not be 
kept secret. A clear example is the situation in geology 
and mining and metallurgical production. 
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Up to this point, for example, our topographical maps 
and aerial and space photographs are considered secret. 
Put today the entire globe has been photographed from 
satellites from all conceivable and inconceivable angles. 
Objects the size of a match box can be detected in the 
space photographs. Modern equipment makes it possible 
to use them as a basis for compiling precise topograph- 
ical maps of any part of the world on any scale. These 
materials are bought and sold throughout the civilized 
world and have long been a profitable commodity. Yet 
we keer hem hidden away in a special storage facility, 
getting hold of them involves numerous bureaucratic 
procedures, and losing them, which cannot be ruled out 
under field conditions, brings the threat of major trouble 
right down to criminal liability. 


There is a similar situation with medium- and large-scale 
geological and hydrogeological and geophysica! maps. 
Data on deposits of nonferrous, rare, and noble metals, 
not to mention radioactive ones, are also under official 
lock and key. But facilities of fuel and energy resources 
and ferrous metals—the kinds of raw material with 
which “hostile forces’’ mainly determine a state’s eco- 
nomic potential and industrial and military might— 
have long been public property. After all “classified” 
tungsten, molybdenum, and cobalt acquire “threatening 
significance” only in combination with “unclassified” 
steel! 


Throughout the world mineral raw material and prod- 
ucts obtained from it are objects of commerce and serve 
as sources of enrichment and prosperity. The journal 
ECONOMIC GEOLOGY is published in five languages 
in the United States. For a long time exhaustive infor- 
mation has been regularly printed in it concerning all 
mineral deposits of the world (right down to uranium 
and noble metals) with a reservation that is offensive and 
degrading to us: ““Not including the USSR and countries 
of the socialist community, for which data are not 
published.” There is no longer a USSR or a socialist 
camp, but data about their mineral resources and their 
use are kept secret as before. 


And it is not difficult to guess these secrets [two words 
illegible] through real observations of the volumes of 
shipments of ores and their composition, the scale of 
geological prospecting work, and the amount of slag 
wastes. Nor is it necessary to penetrate the special 
storage facilities or to break into safes or to spend money 
on bribing people in possession of information. 


It is not difficult to estimate what it costs to keep these 
pseudo-secrets. At each enterprise and in each research 
institute and department that is covered with a blanket 
of secrecy there are two or three special workers with 
ranks from lieutenant to lieutenant colonel in state 
security who, one must assume, make pretty good 
money. They have cushy jobs: In the morning they hand 
out materials to the workers and make an entry in a 
special journal, and in the evening they take them back. 
According to the most modest estimates, just payment 
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for this easy work costs the republic 12-15 million tenge 
a year. Plus services for special communications, main- 
taining special storage facilities... The payment for the 
work time of the people who receive and issue the 
materials costs just as much. The total turns out to be 
25-30 million tenge a year, which is essentially down the 
drain. But this is an essential benefit for the official 
bureaucratic brotherhood: It is easy to conceal bad work 
behind the smoke screen of secrecy. 


We are striving to enter the world economy, to create 
joint ventures on a competitive basis, and to attract 
foreign investments on a mutually advantageous basis. 
But partnership requires openness, and competition is 
unthinkable without widespread dissemination of infor- 
mation about what the product is. 


In addition to the “universal” secrets in geology, there 
are other things that cannot be explained by simple logic. 
The decree [two words illegible] Kazakhstan envisioned 
the creation of a State Commission on Mineral Reserves 
(GKZ) under the Ministry of Geology. That is, ‘ts 
production organizations would use the funds allotted to 
them to conduct prospecting work, calculate the 
reserves, and submit them for expert evaluation and 
approval to an organization under its own jurisdiction. 
In the USSR a similar commission was nondepartmental 
and answerable only to the Council of Ministers. And 
this was justified: The assimilation of new deposits 
inevitably requires large state capital investments. On 
the basis of discovered reserves, whose reliability was 
guaranteed by protocols of the GKZ, government deci- 
sions were made concerning the creation of new mining 
and processing complexes, plans for them were devel- 
oped, transportation mainlines were constructed, and 
new cities grew up. 


Learning tlic secre's of the earth’s interior, prospecting of 
deposits. and a juantitative and qualitative evaluation 
of their conten's are tasks involving many unknowns. 
Mistakes here could entail colossal losses. The guarantee 
of preventing them and ensuring the revenues expected 
from the assimilation of deposits was the GKZ, which 
took responsibility for the reliability of the reserves. 


The credits of the geological service of Kazakhstan, 
which was considered ‘o be one of the strongest in the 
former USSR, included many significant discoveries. 
But recently there has been a marked deterioration of the 
quality of exploration of deposits, which has been caused 
by financial difficulties and the outflow of qualified 
specialists to commercial-entrepreneurial structures. 
Under these conditions, increasing demandingness [one 
line illegible] reserves, independence from the Ministry 
of Geology, and structural autonomy are absolutely 
necessary for the economy, whose potential is largely 
determined by the Kazakh mineral wealth. 


Deposits are prospected not only by the ministry’s orga- 
nizations. There are prospecting services in the depart- 
ments that extract and process mineral raw material, 
they are being created in joint ventures, and there could 
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possibly be private geological services as well. They are 
not subordinate to this department and could ignore 
instructions, methodological guidelines, and decrees reg- 
ulating the requirement on quality of geological pros- 
pecting work and decisions to reject materials that are 
submitted and return them for further work. And such 
documents must be the same for all who are involved in 
prospecting and exploiting minerals. The commission’s 
status should be revised, placing it under the jurisdiction 
of the republic Cabinet of Ministers. 


Rising Caspian Seen as Threat to Industry 


944K2026A Almaty KAZAKHSTANSKAYA PRAVDA 
in Russian 4 Aug 94 p 1 


[Article by correspondent Olga Kovalenko: “The Cas- 
pian Is Threatening the Oil Fields”) 


[Text] Quite recently no less than 40 meters separated 
the water supply line furnishing fresh water to the oil 
fields of Buzachi Peninsula from the bank of the Cas- 
pian. Today the waters of the Caspian have already come 
right up to the water supply line. The fill has washed 
away, in some places the pipe is denuded, and the 
substation that provides cathode protection is being 
destroyed. The supports of the power transmission line 
to Buzachi stand in water “up to their ankles.” The 
Caspian’s further advance will leave the largest oil fields 
in the republic—Kalamkas and Karazhanbas—without 
fresh water, and that means they will be forced to stop 
producing petroleum there. 


All of six kilometers separate the peninsula’s only branch 
rail line, connecting Mangystau to the Big World, from 
sea water. And on a map that is five or six years old one 
sees the rail line running down the very center of the 
peninsula, quite far from the shores of the sea. Beginning 
in 1978 the level of the Caspian has risen two meters, 36 
centimeters, reflecting a rate of 15-17 centimeters per 
year. If these rates are maintained in the future, then 
quite soon the republic will face the need to rescue not 
only the largest operating oil fields and Kazakhstan’s 
only nuclear power plant, but also more than 300,000 of 
its citizens, who quite realistically could become 
islanders with all the unhappy consequences that ensue 
therefrom. It is calculated that it would take 50 million 
tenge just to build a protective dike on the peninsula. 
The government has allocated six million tenge for 
protective operations, but even they have not begun so 
far in the oblast. 


Inspectors Cut Despite Thefts, Shortages 


944K 2026B Almaty KAZAKHSTANSKAYA PRAVDA 
in Russian 4 Aug 94 p 1 


{Article by correspondent Igor Cherepanov: “The 
Auditing Service Is Being Cut Back, Although the Audi- 
tors Have Just as Much Work’’] 


[Text] The State Financial Control Committee of the 
Republic of Kazakhstan is “consolidating” its ranks, 
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setting an example of operating not with numbers, but 
with ability. In the committee’s collegium held 29 July 
its chairman, Seytsultan Aimbetov, reported in partic- 
ular that the headquarters had been cut back by one 
administration and five offices. Judging by what he said, 
it is assumed that in all oblast and city administrations 
for financial inspection there will be no more than one 
deputy chief, and the auxiliary and support subdivisions 
will be cut back. In this way they will manage to retain 
the positions of the operatives, on whom prevention of 
the squandering of budget funds ultimately depends. 


During the first half of the year the auditor-inspectors 
“dug up” more than 100 million tenge carefully hidden 
from them. More than half of the loss consisted of 
shortages and pilferage, About a fifth of this amount has 
already been restored to the state. Almost 300 managers 
and officers bearing financial liability, who, as the saying 
goes, had a yen for travel, went on lengthy “business 
trips” to places not so very far away. More than 3,000 
personnel were subjected to disciplinary exactions, and 
more than 500 were dismissed from their positions. 


Judging by these cases, dipping into the pocket of the 
state has become a widespread phenomenon. Laxity and 
permissiveness, engendered by the slackness or else 
inactivity of the auditors of certain oblast administra- 
tions, only intensify the appetites of the misappropria- 
tors. 


The plans of the State Financial Control Committee 
include checking the propriety of licenses issued for the 
export of products and raw materials outside the 
republic and adherence of exporting enterprises to the 
rules for conducting foreign exchange operations. The 
auditors are also interested in the soundness of sales of 
certain items of state property in the process of privati- 
zation. The banking system is also subject to auditing 
with respect to the legality of credit operations and cash 
turnover. 


MVD News Conference on Organized Crime 


944K2013A Almaty KAZAKHSTANSKAYA PRAVDA 
in Russian 3 Aug 94 p 1 


[Report by Valeriy Nikishin: “Imperfection of the Leg- 
islative Base Is Preventing the MVD From Effectively 
Combating Organized Crime’’] 


[Text] There was a serious discussion at a recent enlarged 
meeting of the board of the republic’s Ministry of Internal 
Affairs on the state of work in the fight against organized 
forms of crime. 


Viadimir Shumov, minister . internal affairs, and his 
deputies Rustem Kaydarov and Viktor Kan held a news 
conference yesterday on the results of the board meeting. 


It was observed that the militia is in full control of the 
operational crime situation on the territory of the 
republic. A certain reduction in crime has been observed 
in the current year as‘a result. A total of 100,483 crimes 
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were recorded in the first six months, which was 5.1 
percent less than in the analogous period of last year. The 
number of serious crimes declined 8.8 percent, cases of 
aggravated assault against the citizens by 8.6 percent, 
instances of rape by 5.7 percent, robberies by 11 percent, 
and robberies with violence by 15.6 percent. 


At the same time, on the other hand, 4,461 crimes 
involving the preparation, storage, and distribution of 
narcotics were detected, which was 26.6 percent more 
than in the first six months of last year. The slight 
increase in crime in Aktyubinsk and East Kazakhstan 
Oblasts was connected with an intensification of the 
struggle in precisely this area. 


Such, in general outline, is the crime situation as a whole. 
But inasmuch as the main theme of the news conference 
was said to be, as already observed, the fight against 
organized crime and corruption, it was to this that a large 
amount of time was devoted. The leaders of the MVD 
have to be given their due: They did not shun self- 
criticism and noted that the main mission of the Kaza- 
khstan Main Administration for Fighting Organized 
Crime—the detection, exposure, and investigation of 
crimes committed by organized groups, in the spheres of 
economics and credit and financial relations included— 
was being performed insufficiently effectively and 
without due militancy. An order of the minister of 
internal affairs dismissed the leaders of the subdivisions 
for fighting organized crime in Karaganda and Akmola 
Oblasts. 


Viktor Kan, deputy minister and chief of the Kazakhstan 
Main Administration for Fighting Organized Crime, 
observed that organized crime was, unfortunately, devel- 
oping at such a pace that the law enforcement authorities 
simply could not keep up. The imperfection of the 
legislative base was having a most deleterious effect also. 
Draft amendments to statutes of the law enforcement 
sphere, which could exert an appreciable influence on 
the productiveness of the fight against corruption and 
organized crime, have for more than a year now been 
stuck in parliament. They make, for example, a precise 
definition of the groups that are considered organized, 
specify the actions of each of their participants that fall 
under articles of the Criminal Code, provide for stiffer 
sentences for endangerment of the life of officers of the 
law enforcement authorities and witnesses, and so forth. 


The path of the criminal from the moment he is arrested 
to the dock is generally, apparently, much shorter in 
terms of time in developed countries than with us. “Ina 
number of circumstances, when he is caught at the scene 
of the crime, for example, the period of investigation 
should be as short as possible’—this was one of the 
wishes that were expressed. 


In conclusion Deputy Minister Rustem Kaydarov briefly 
described the progress of investigation in respect to the 
crimes that had had the greatest repercussions among the 
public. These included the cases involving an small-scale 
private enterprise of Karaganda, at which 1.2 billion 
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tenge were embezzled, the Tulpar Stock Company, the 
embezzlement of petroleum products in Kokshetau by a 
group of eight persons, and others. 


TAJIKISTAN 


Tajikistan Ready To Send Peacekeepers to 
Abkhazia 


944F1094A Moscow NEZAVISIMAYA GAZETA 
in Russian 21 Jul 94 p 3 


[Article by Oleg Panfilov: “Dushanbe Wants To Send Its 
Peacekeepers to Abkhazia—Even Though Military Com- 
missariats Are Having Difficulty Gathering Conscripts 
Together’’] 


[Text] At a meeting of the Council of Defense Ministers 
of Commonwealth Countries held this week in Moscow 
Tajikistan expressed a desire (it stood alone in this) to 
send a reinforced company to Abkhazia to participate in 
the peacekeeping operation. Judging from everything, 
this is a payback for Russian peacekeeping efforts in 
Tajikistan. Following that well known session of the 
Supreme Council in Khudzhande in November 1992, 
the Dushanbe regime attempted to independently so ve 
the political and military problem by first taking Dus- 
hanbe with the help of a special MVD [Ministry of 
Internal Affairs] battalion formed in Uzbekistan, and 
then conducting an operation in the Garm group of 
rayons, once again with the help of Uzbek armed forces. 
After this, the military might of the Tajik government 
was exhausted, and it was then that the Treaty on 
Friendship, Cooperation and Mutual Assistance was 
hastily drafted and signed with Russia. The Collective 
Peacekeeping Forces (KMS), formed initially out of 
military subunits of Uzbekistan, Kazakhstan and Kyr- 
gyzstan, assumed final control over the situation. Now 
only Russian and Uzbek forces, as well as two companies 
from Kyrgyzstan stationed in Gornyy Badakhshchan, 
are conducting the peacekeeping mission in Tajikistan. 
So-called self-defense forces—either remnants of the 
Popular Front or sympathetic oppositions such as, for 
example, in Gornyy Badakhshchan--are operating in 
many regions. Tajik armed forces per se are able to 
conduct operations in mountainous regions, but judging 
from the reaction of the Russian military, they are not 
even trusted to defend Dushanbe, which is patrolled by 
the Russian Federation’s 201st Division. 


The authorities concealed the situation in the Armed 
Forces for a long time. However, judging from the 
violent actions, in which recruits were pressed into 
service from dormitories and from the streets and drag- 
nets were set out, the situation remains tense. An article 
titled “Bugbear for Recruits?” describing the spring 
call-up of conscripts in Dushanbe’s Oktyabrskiy Rayon 
was published in one of the recent issues of the news- 
paper VECHERNIY DUSHANBE. It related the story of 
Sergey Sh., a student at the vocational-technical school 
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who “was put under surveillance, taken from his class- 
room in the vocational-technical school, and sent 
without any warning to the family to Garmskiy Rayon— 
one of the hottest spots in the republic.” Sergey’s mother 
filed in court against the Ministry of Defense. (The 
parents of conscripts troubled by the actions of the 
military commissariats are taking their complaints not 
only to republican authorities but also to diplomatic 
missions.) The actions of the military commissariai were 
called unlawful at a meeting of the Dushanbe city draft 
board. The newspaper also relates numerous cases of 
bribery, in which parents serving in high positions have 
used their pull to either tree their sons from service or 
find “cushy” jobs for them. Still, the article’; author feels 
that all is not lost, and that wives’ councils, veterans’ 
councils and other public organizations need to be 
encouraged to propagandize army service. 


State of Nationa! Economy Assessed 


944K2029A Moscow IZVESTIYA in Russian 
4 Aug 94 p 3 


[Article by Boris Vinogradov: “The Tajiks Are Paying 
for Sovereignty With Portraits of Ilich”] 


[Text] After Moscow, Dushanbe seems to be a place for 
fabulously low prices. A fare on the trolleybus is R5, 
tomatoes and cucumbers cost R200 in the market, a loaf of 
bread costs R165, and a kilogram of meat costs R1,500. It 
is as if the prices, like all trade activity, had hardened 
within the limits of an administrative scale and inflation 
has no power over them. There is also something unreal 
about the old Soviet 1-, 3-, 5-, and 10-ruble notes of 1961 
with Ilich’s portrait on them which continue to be used as 
currency. 


These are the pursly outward signs of Tajik activity. But 
there are others hidden to the eye. They have not been 
paying wages in the republic for a year now. It has barely 
enough power structures. There is obviously not enough 
ready cash. And if money is really the economy’s circu- 
latory system, Tajikistan has been suffering from a 
deadly disease—anemia—for a long time. 


What People! And Without Protection... 


At the last session of parliament, deputies unexpectedly 
raised the question: What has become of the $174 
million that should be in the National Bank? Kayum 
Kavmidinov, chairman of the bank, winced and asked 
that he be allowed to ponder this overnight. The next 
morning he tried to explain to the servants of the people 
that there was no trace of any dollars in his safes and that 
they should discuss the Russian ruble credits on which 
the country is living. But the answer did not please his 
audience, and it was decided to send an auditing com- 
mission to the bank. 


The commission, composed of nonprofessionals, leafed 
through documents for a long time, but did not discover 
any losses. I asked the chief banker what dollars they 
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were speaking about at the session. He threw up his 
hands and assumed that one of his “well-wishers” had 
converted all the rubles that Russia had issued to Tajiki- 
stan over the past two years into dollars in accordance 
with an incomprehensible rate of exchange. Altogether, 
184 billion. The treasury had no other receipts. Western 
banks have not given them a cent. 


Russian money really was received in the form of technical 
credits—64 billion to balance trade, as well as 120 billion 
in new banknotes as starting capital for Tajikistan’s entry 
into the ruble zone. Incidentally, unlike its Asian neighbors 
and other CIS countries, Tajikistan never left the ruble 
zone anc did not introduce its own currency. 


After the war Tajikistan went through a privatization stage 
that was much stranger than in Russia, let us say. Most of 
the former state enterprises, kolkhozes, and sovkhozes are 
controlled by the mafia and armed bands which have been 
plundering everything they can. They have money, and 
quite a lot of it. The mafiosi go to the National Bank with 
weapons in their hands and demand that the chairman 
allow them to “launder” money. He refuses, referring to 
the overall epidemic of failure to make payments in the 
CIS. Arguments such as these have little effect, and they 
threaten the banker with a terrible fate. A couple of months 
ago they took away his personal protection, although 
bodyguards watch other less important figures in the Tajik 
pantheon day and night. 


But on the other hand, in Moscow, where Kavmidinov 
goes on official business, he is guarded by men from the 
Federal Counterintelligence Service. I have been told 
that according to Stepashin’s department, information 
was received from Dushanbe that Kayum has been 
condemned, and the Russian special services do not 
want anything to happen in Moscow. 


A ‘Committee of Nomads’ 


Everything that Tajikistan is producing now will last it 
less than six months. The country is living in debt, and 
Russia is basically assuming the expenses for the war and 
protection of the border. As Premier Samadov says, what 
is important now is not the crisis, but the survival of 
Tajikistan as an independent state. Their salvation is 
only through the restoration of economic ties with 
Russia and unified monetary systems. 


If the agreements had been implemented, Tajikistan 
would have been in the ruble zone on 15 June 1994. 
There is a bilateral agreement on this signed by the 
governments. Tajikistan has meticulously fulfilled all the 
conditions, sometimes one-sided, that Moscow had set 
for it. It mortgaged part of its gold reserve; recognized 
Russia as the co-owner of the Nurek and Rogun GES 
[state electric power plants], the aluminum plant in 
Tursunzade, and other facilities; and agreed to the uni- 
fication of banking systems. But it seems that Moscow 
forgot about its commitments. It has not even found the 
time to take the gold out of Dushanbe. Half-tonne stacks 
of ingots are still lying in the bank’s vaults. 
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The problems surrounding Tajikistan’s entry into the 
ruble zone are very curious, generally speaking. 


Last October, Kazakhstan, Uzbekistan, Armenia, 
Belarus, Tajikistan, and Russia agreed to form a “new 
type” of zone. This agreement was buried in a few days 
when Almaty and Tashkent announced that they were 
issuing their own tenge and sum coupons. 


Then Moscow and Dushanbe signed a separate agree- 
ment. On 23 November Tajikistan was granted a loan of 
120 billion in new rubles under the condition that the 
loan would be forgiven if a monetary union were formed. 
Only 30 of these billions were returned to the National 
Bank. The rest are being pessed from hand to hand and 
some escaped into Uzbekistan and back to Russia. The 
Russian treasurer considered it foolish to pump more 
rubles into Tajikistan. 


And in December it was decided to print R85 billion in 
the Goznak [State Banknotes, Coins, and Medals 
Administration] for Tajikistan’s internal use only. This 
money was distinguished from Russian money by a 
special mark like the Suvorov stamp in the Dniester 
area. The “transitional currency” had an unfortunate 
fate. Experts on both sides, after thinking it over, agreed 
that the work was done for nothing: The banknotes will 
not be received with confidence in the market, since the 
economy is not in a position to back up their authority 
with a supply of commodities. Nevertheless, they are 
sending the money to Dushanbe, and they will put it 
under the knife there. 


All the authors of this brilliant idea are now trying not to 
remember it. Disconcerted Russia is not undertaking 
any new steps, waiting to see how matters turn out with 
Belarus, which supposedly has been given priority. They 
have put Tajikistan “in second place.” 


Hopes for the Coordinating and Consultative Com- 
mittee of the CIS countries, called “the committee of 
nomads” by the common people, are not justified. Its 
decision to create a fund to help Tajikistan, from all 
accounts, has also been forgotten. Dushanbe has not 
received a single ruble from it. But meanwhile, Minister 
of Economy and Forecasting Rustam Mirzoyev told me, 
it was not Tajikistan that unleashed a war in Afghanistan 
at one time and created a situation in which hundreds of 
thousands of armed Muslims from that bank of the 
Pyandzh, tempted by the wealth of Central Asia, are just 
waiting for the moment to come here. 


The Fourth One Turned Out To Be Unnecessary 


Revenue from the sale of aluminum and cotton is the 
principal source of cash for the Tajik economy now. 
These two types of raw material are the country’s main 
commodity money. But their export has been practically 
entirely monopolized by the combatants. Agents of the 
state with licenses cannot get near them. The cotton mills 
in local areas are closely guarded by the mafia. 
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Most of the earnings from the sale of 533,000 metric tons 
of raw material last year went into the pockets of the 
extortionists. But after all, cotton and aluminum are the 
only things that make it possible to buy fuel, fertilizer, 
medicines, and consumer goods. Fruits and vegetables 
are rotting in the fields and on the farms, which are 
unable to ship them out of the republic. 


During the period of stagnation, Tajikistan was the 
“green bridge” supplying Siberia with vegetables and 
fruits. The bridge is not operating now. Railroad tariffs 
in the CIS countries and settlements for transit in Swiss 
francs have set up barriers to the {ormer cooperative ties. 
They are selling oranges and bananas from Morocco and 
Colombia in Irkuisk and Magadan. 


Dushanbe’s relations with Tashkent and Almaty have 
deteriorated. There is not one flight to Uzbekistan, 
although these were the busiest air routes before. Only 15 
to 30 percent of the needed amount of Uzbek gas is 
coming into the republic. Dushanbe owes Tashkent over 
$100 million. 


This is only a reflection of political ambitions. Islam 
Karimov, Nursultan Nazarbayev, and Askar Akayev, in 
signing the pact on a unified economic space in Cholpon- 
Ata in the spring, gave the appearance that they were 
oblivious to Tajikistan, although there were enough 
speeches about the traditional, historical ties among the 
Asian peoples. 


At a recent meeting in Almaty, leaders of the “triple 
alliance” removed the question of Tajikistan from the 
discussion at Karimov’s initiative, although Dushanbe 
had asked to be included in the “common space.” But 
when they adopted the resolution on the situation on the 
Tajik-Afghan border, there was no mention in it of 
Russia and its peacemaking efforts. 


Diplomats are saying that Islam Karitaov, who did a 
great deal for Imamali Rakhmanov’s victory in his fight 
with the fundamentalists, was counting on more obliging 
conduct by the Tajik leader. But the latter displayed 
obstinacy and excessive independence at the moment 
that Tashken! was looking intently at Russia’s military 
and economic preserice in Asia. Karimov did not advise 
Rakhmanov tr receive Afghan President Rabbani, but 
the latter was not following advice. 


Karimov is not pleased with the way the Dushanbe 
leader is treating Uzbek in Gissarskiy Rayon, who make 
up one-quarter of Tajinistan’s population. The so-called 
“Kulyabization” in Tajikistan’s cities and economic 
centers, where the lucrative positions are being occupied 
more and more by persons from Kulyab, where Rakh- 
manov himself comes from, is causing irritation in 
Tashkent. Tajikistan Uzbeks are preparing to nominate 
“their own man” in the course of the presidential elec- 
tion campaign. Elections will be held on 25 September. 


Moscow prefers to hold a neutral position and is advising 
Dushanbe not to quarrel with Uzbekistan. 
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UZBEKISTAN 


Karimov on Republic, CIS Relations, Iran 


944K1789A Moscow NEZAVISIMAYA GAZETA 
in Russian 21 Jun 94 pp 1-2 


[Interview with President of Uzbekistan Islam Karimov 
by Vitaliy Portnikov: ““I Have Been Condemned Many 
Times Already’—-President of Uzbekistan Islam Karimov 
on the Situation in his Country, Central Asia and the 
CcIS’’} 


[Text] [Portnikov] Uzbekistan has taken the course, if 
you will, of building state capitalism. You were speaking 
several years ago about the Turkish model, about its 
closeness to your cov .ry, but now parallels could prob- 
ably be drawn vith some other models, the South 
Korean for example, where the state, in developing 
market relations, keeps very solid hold of the helm in its 
own hands and very seriously regulates both the political 
and the economic life of society. 


[Karimov] I have always been against any formulations 
that would define the essence of the political and eco- 
nomic structure of the state. I am convinced, that is to 
say, that there has never been pure socialism and pure 
capitalism. It is perhaps very timely today, in my 
opinion, to return to questions of convergence. Life itself 
is forcing us to reject such too-precise formulations, and 
there are no states that would bear the vividly pro- 
nounced characteristics among those we studied in 
school—pure capitalism, monopolistic, imperialistic and 
so on. And I do not remember exactly, in the same way, 
that there was ever pure socialism anywhere, if you do 
not consider the barracks socialism that we tried to 
institute here and they are trying in some places around 
the world today. I thus feel that we must move away 
from such formulations, because they lead to dead ends, 
as a rule. As for the orientations and models that 
Uzbekistan has selected for itself, I should say that we 
are gaining experience with every day, become familiar 
with the experience of other states that have also tra- 
versed a very difficult path of development. And I will 
thus always be against categorical formulations of a 
model, and feel that there are two components that are, 
in Our opinion, very important. First, we should not fall 
into isolationism, that is, fail to study world experience 
and the experience first and foremost of those states that 
are close to the historical and national concepts and 
mentality of our people—that is mandatory. And the 
second is those traditions, that mentality and all of what 
was devised here on our territory and among our people 
over many hundreds of years. I feel that a regard for 
these two factors is extremely important when building 
both the political and the economic structure of the state. 


[Portnikov] I would like to ask about your view of 
Russian—Uzbek relations today. They have looked 
different at different times. Uzbekistan, on the one 
hand, began to be compared with Ukraine in its 
relation to the CIS. An appreciable warming then took 
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place in Russian—Uzbek relations. After the ruble 
zone was destroyed, however, Uzbekistan was to have 
instituted its own national currency, and a certain 
uncertainty arose in its relations with Russia. You say, 
at the same time, that Uzbekistan will not be able to 
exist without collaboration with Russia. What will 
those ties be based on? 


[Karimov] I would like to confirm now once more that I 
personally do not see the future of Uzbekistan without 
Russia. What is that based on? We feel that after the 
Russian Federation was formed as a sovereign and 
independent state, it preserves the role of a state with 
enormous potential and capabilities. Uzbekistan and 
other nations arose in the post-Soviet expanse, so to 
speak. I feel that it is namely the spiritual ties that we 
have with Russia that it would be criminal to ignore, and 
it would be criminal not to deal with them and utilize 
them. I am not talking now about economic ties. You do 
not disrupt them in one day and then one day, as they 
say, “go back” in the other direction. This is the logic of 
the economist, who understands perfectly well what 
structural transformations in the national economy, 
what the creation of new types of production etc. are. 
And I as an economist understand this perfectly well, 
and I do not want to take up too much of your time and 
talk about that theme. But our intellectual ties, the ties of 
our science, our intelligentsia, and finally the ties that 
will simply be invisibly present in each family in Uzbeki- 
stan?! I am thus for a democratic Russia from that point 
of view. And I favor that Russia be an equal among 
equals. At the same time, it should be present as a nation 
in our region as a guarantor of stability, a guarantor of 
peace. So as to teach anyone not to think that we are 
alone, that our borders are transparent, that they can 
create whatever they want with impunity. Because no 
absolutely independent nations exist in the world. I have 
talked about this many times already. We became con- 
vinced through the example of Kuwait—could it have 
opposed the Iraqi aggression if other, more powerful 
nations had not stood up for it? And why are the Baltics 
dying to be in NATO? All of the nations in this world are 
linked together. And the whole question is just who 
chooses which orientation. I say at the top of my voice, 
for example, that I favor us being close to Russia. I favor 
having Russia present here as a guarantor of stability, 
ethnic concord and peace in this region. There are thus 
no contradictions in my statements. ! favor reinforcing 
relations with Russia, but on an equal footing. And when 
chauvinism seeps into Russia and some Zhirinovskiy 
type tries to make a rush to the south, I do not under- 
stand it. I do not understand it because no one in the 
leadership of Russia, including its president, is 
expressing his attitude toward Zhirinovskiy, today as a 
deputy and not as a contender. I have asked Boris 
Nikolayevich repeatedly, ““Tell me to what extent the 
statements of Zhirinovskiy are acceptable or unaccept- 
able to you. Tell me, Boris Nikolayevich, I ask you.” I 
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tements at all. And that troubles 
‘nxiety that we are living with 
not say aloud thoughts that are 
tain state figures? This is a very 
dangerous symptom. _ . if they do not understand this 
in Russia, we ata dis ce from Moscow see it clearly. 
And I feel that while 1. is not too late, the democratic 
forces, and I would say in general tie intelligent forces in 
Russia, should stop playing at “great Russia,” “a resur- 
gent Russia” and all the rest. Resurgent from what? They 
themselves are driving the economy to ruin, and then 
resurrecting it. This is how in the old Soviet times they 
posed themselves unfulfillable tasks, and then heroically 
overcame these difficulties. History repeats itself. 


have never heard an 
me. And it causes 1 
today. Does Zhirino 
carried in the heads c 


{[Portnikov] Russia has a very strong control lever over 
Uzbekistan and the other countries of Central Asia— 
that is, their Russian populations. The situation of the 
Russians in the former Soviet republics is a very impor- 
tant element of domestic policy for Russian citizens 
themselves. But no one is insured against the most 
various types of speculation here... 


[Karimov] I agree. There are no issues here. I feel that 
the elections in Russia in December of 1993 showed that 
this factor is used by all of them to this or that extent for 
generally speculative purposes. And today this element is 
growing stronger and stronger in the battle to win minds, 
the battle for the so-called rating. And there are no forces 
that will not make use of this factor today. And the 
question arises of whether they are in fact so concerned 
with the fate of Russians that are living on the territory 
of the nations that have declared their sovereignty. 


There was a large conference in Kyrgyzia recently on the 
question of the Russian-speaking population. And it 
seems to me that Akayev is thinking correctly: why is it 
impossible to allocate credit to some extent (I am not 
talking about aid) for those enterprises that are staying 
today, and where Russians are working first and fore- 
most, primarily those that have ties to Russia? Why not 
help those enterprises in order to support those very 
Russians that we are taking care of so well and who, 
going to Russia, do not know where to find themselves a 
place? Look, the army is coming from the Baltics, form 
Germany, from Europe, but there is nowhere to put the 
army. The flow of refugees from the Caucasus, from us 
too. When I spoke with Boris Nikolayevich, I empha- 
sized first and foremost one simple idea: let the Russians 
stay here, let them live, let them be a bridge between 
Russia and the territory on which they are living. What 
would happen if the Russians were to leave here entirely 
tomorrow? I am, for instance, against a state of a single 
nationality. I feel that such a state does not have a future. 
I favor that each citizen enjoy all of the rights that are 
given to all citizens independently regardless of naiion- 
ality, of convictions, of faith. Yes, there are problems. 
Problems with language. Problems with teaching the 
children. Problems connected with preserving their tra- 
ditions, and so on. But these problems can be resolved. 
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{[Portnikov] What is this falling out between you and 
Nazarbayev? It is hard to believe that just the theoretical 
idea of a Eurasian Union has served as the cause of a 
misunderstanding. 


[Karimov] I am talking about the negatives that could 
complicate or worsen relations. As for the theoretical 
postulate you are talking about... When it is campaigned 
for so insistently, then it is no longer a theoretical 
postulate. This is an idea that they have been trying 
insistently to substantiate, that they are insistently trying 
to toy with in order to raise their rating within Kaza- 
khstan, and in order to resolve somehow the painful 
issues that have avisen everywhere today—in Kaza- 
khstan, in Uzbekistan, and in the other republics—after 
the crisis ensued in the post-Soviet expanse. To solve 
these problems primarily by political means. And I am 
categorically against that; I favor having these problems 
solved by evo'utionary means. We will perhaps come to 
such a union, such unions exist in world practice today, 
but let’s at least study that experience! How many years 
did it take to create the European Union? How? Based 
on what preconditions? I repeat once again that it is 
based on economic elements where, for example, a 
corporation that operates somewhere in Germany simul- 
taneously has its own divisions in France, Italy, Spain 
and so forth. There is already a state here, political 
structures should “give their due” and resolve issues of 
both state structure and the convergence of the constitu- 
tions and laws of various states. That is now secondary. 
I have always said, politics are secondary, and economics 
are primary. And what is happening here? We are 
advancing the idea of resolving these issues by political 
means—and that idea is doomed—instead of seeing 
through questions «f economic union and creating a 
unified monetary sys‘em, instead of being occupied with 
the abolition of customs, instead of being occupied with 
questions of a unified pricing policy, not to mention 
questions of communications and transport, which are 
very painful ones today, and most importantly creating 
the possibility for the free movement of citizens living on 
all of these territories. Why is it doomed? Because it 
deviates from the economic undertakings that we should 
pursue by analogy with the EC. We say insteac, let’s 
create a unified parliament. Mr. Nazarbayev, my friend, 
writes, “Let us create a parliament either on the basis of 
equal representation, or on the basis of direct elections.” 
Direct elections will lead again to the old, that is, the 
population of Russia is 148 million and that of Kaza- 
khstan 17 million. It is natural that representation would 
be different as well. Would Russia really consent to 
having an equal number of deputies from Kazakhstan 
and from Russia in this so-called unified parliament? 
Naturally not. I could cite dozens of such examples 
showing that this idea was dead from the beginning. We 
thus create peacekeeping forces, defensive alliances. 
What is new in the idea of Eurasia? I say again: create the 
political superstructures, and take the corresponding 
place in those structures. It is crude, it is harsh, but it is 
the truth. 
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[Portnikov] Perhaps the problem is a battle for future 
leadership in the region? To put it bluntly, Nazarbayev 
or yourself? 


[Karimov] As concerns leadership in the region, I can 
honestly say that he and I have talked. And we have no 
differences whatsoever on this question. He knows per- 
fectly well, for instance, my attitude toward the question 
of leadership. 


[Portnikov] You will rule together? 


[Karimov] No, we will not rule together. i willingly cede 
this leadership to Mr. Nazarbayev. And he knows that 
perfectly well. I only want that leadership to be in deeds, 
and not just symbolic. I said to him, “Listen, Nursu!tan, 
I have no questions, if it suddenly shapes up that 
preference must be given to you, I am ready to do so.” I 
said that will full awareness of the consequences of my 
statement. And I am also saying to you that yes, it is so. 
And there is no cause foi speculation here. I will not 
repeat resounding phrases here and say that the interests 
of the people are above everything. Yes, I am also a 
proud person. Yes, I also have certain ambitions, but we 
have resolved the problem on this issue. I say this very 
honestly. Because I have the right to speak very sharply 
about those things that another would brush aside with a 
smile. It is namely my honest relationship with Nur- 
sultan Nazarbayev that gives me grounds to speak very 
sharply about some of his “gyrations,” shall we say. 


[Portnikov] Your colleagues speak with alarm of the 
growing Iranian influence in Turkmenia. Are these really 
serious apprehensions? 


[Karimov] Very serious, very. Several roads are being 
built there for strategic purposes, highwa s between Iran 
and Turkmenistan. I am not even talking about a purely 
ideological presence. They are building mosques there in 
the name of Rafsanjani, ini the name of Khomeini. That 
is not to mention that cotton is being sold not to Russia, 
but rather to Iran, as standing crops no less. The new 
harvest has not yet ripened, but it has already been sold. 
What would you say to that? 


[Portnikov] That is not a question for me, but for 
President Niyazov. 


[Karimov] I have no grounds to ask him those questions, 
however, because he is the head of a sovereign state. He 
goes to Teheran very often, and there, in each other’s 
embrace, they resolve these problems. It would simply 
not do for me to say spiteful things on this issue and raise 
any complaints, despite the fact that I fear for my 
territory (and I am very apprehensive regarding the 
consequences of this alliance). What can you do? 
Tomorrow you will again form the opinion that there is 
some kind of antagonism on a personal basis here. 


[Portnikov] Do you not fear that in the face of this 
position and in the face of the fact that other Central 
Asian countries are taking a more neutral position in 
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relation to the strengthening of Islamic forces, Uzbeki- 
stan is thereby becoming the prime contender for a 
destabilization of the situation after Tajikistan. in any 
case from the standpoint of the radical Islamic forces? 


[Karimov] I agree. That danger exists, but I think about 
that a lot and feel that the basic policy here is more 
acceptable than one of appeasement precisely because, 
based on the example of certain of our neighbors, we see 
that “give them an inch and they'll take mile”’ applies as 
far as those who cherish the hope of winning this region 
or having a presence in it. We see all of this. I thus have 
no other way out. This danger is a very serious one, and 
grows every day. First and foremost from the standpoint 
of ideological expansion today. I have already been 
condemned many times by those forces that we are 
talking about, who are of a vividly pronounced extremist 
nature. I have been condemned many times, because I 
am becoming a real object that speaks at the top of my 
voice about this. I understand this danger. I ask the 
question of whether I should remain silent, not speak, 
not take steps, not become a barrier in some way? 
Tomorrow we could be too late. The exact same thing 
with Tajikistan. Had I not raised my voice, the voice of 
our people and of the region in general, appealed to the 
UN, I am convinced that we could have been too late 
with Tajikistan as well. And the Iranian embassy there 
was already operating as the main consultant. Two or 
three aircraft a day were landing in Dushanbe. With 
what, history probably already tells us. Portraits of 
Khomeini have already been raised in the streets of 
Dushanbe. All must understand this and all must speak 
of this. | am convinced that someone has to shoulder this 
mission. Someone has to do this. I have taken on fate 
and the course of circumstances many times. Yes, I do 
not consider myself right in everything. Yes, I do not feel 
that I always act completely objectively. I understand all 
of this. But what is better in this situation? Especially 
when encircled by the events in Tajikistan, 
Afghanistan—what to do? Which model is acceptable? 


[Portnikov] I have nothing to add to that. 


Karimov Statements on Role of Muslim 
Fundamentalism Disputed 


944F1115A Moscow NEZAVISIMAYA GAZETA 
in Russian 22 Jul 94 p 3 


{Article by Aleksey Malashenko: ““Who Sentenced Islam 
Karimov? The Uzbek President in the Interior of 
Democracy and Islam’”’} 


[Text] 


Opinion 


I can hardly recall a presidential interview as frank as the 
one given recently by Islam Karimov, the Uzbekistan 
leader, to NEZAVISIMAYA GAZETA [NG] (21 Jul 94). 
The i’s were dotted for almost all key issues, including 
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the most sensitive, for example, Uzick-Kazakh rela- 
tions. Karimov even demonstrated some “imprudence”’ 
when he mentioned specific situations when, and with 
whom, he would never accept a compromise. 


Arguing with presidents is useless. Nor is it very tactful. 
Nevertheless, Karimov’s interview offers an opportune 
occasion to reflect on certain aspects of his policy. 


I will start with Karimov’s response to the question 
about the prospects of the growth of Islamic forces, 
thanks to whose activities, in the words of his inter- 
viewer, Vitaliy Postnikov, “Uzbekistan... is becoming 
destabilization candidate number one after Tajikistan.” 
“I agree,” the president responded, adding: “A princi- 
pled policy is more acceptable here than one of appease- 
ment.” In short, Karimov has no intention of coming to 
terms with the Islamic opposition. 


As for the secular opposition, judging by the interview he 
simply ignores it. However, repressive measures recently 
undertaken against supporters, and even the family, of 
Muhammad Salikh, leader of the Erk party (and Kari- 
mov’s unsuccessful opponent for the presidential post in 
1991), indicate the reverse. 


But then, the hunt for secular democrats may be due in 
part to residual momentum. After the powerful pressure 
against the Birlik and Erk parties in 1993 and their brief 
but desperate resistance, the opposition has mostly dis- 
sipated and in part retreated to the shelter of Western 
democracy. 


It would be nice to complain here about violations of 
human rights. There is sufficient justification, but... one 
feels reluctant. Because it would be extremely naive to 
expect any suddenly ideal democracy in Tashkent. In the 
opinion of Uzbek scientists Rakhmon Karimov and 
Ravshan Okhunov, “In our country the principle of 
Western democracy (‘I do as a I please, as long as it is 
within the law’), which is oriented towards the indi- 
vidual, will inevitably infringe on the interests of dif- 
ferent groups (extended family, clan, mahallya, commu- 
nity, etc.).”” Moreover, it appears that in Uzbekistan 
people do not feel much cause for complaining. At least, 
there have been no crowds of Uzbek ministers rushing to 
refute Moscow press reports about internal troubles in 
the republic, as their counterparts in Turkmenistan— 
seven vice-premiers—did to express their ire over a 
small item in IZVESTIYA about discord among some 
ethnic Turkmenian tribes. 


The Uzbekistan officials’ position appears to be more 
dignified and, more important, sensible than that of their 
Turkmenian counterparts. True, one can understand the 
latter: as they say, noblesse oblige. 


In Uzbekistan it is held that “there is no common 
democratic space” in the CIS. That idea, expressed by 
local scientist B. A. Abdurazzakov back in 1992, is still 
current. I make bold to say that we will see no such space 
in the near future. 
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If even Askar Akayev—a “rara avis” among Central 
Asian »residents—has begun to speak of the need for 
firm rule, you can understand for yourselves... 


Yes, we are all for democracy. It should be upheld in 
Uzbekistan, too. I take my hat off to the brothers 
Pulatov, poetess Vasilya Inoyatova and othe: worthy 
people who have embarked on this path. But the road to 
their goal is, I repeat, too long. 


And it is not really because Uzbek society is still ‘“imma- 
ture.” That would have been much too simple: all we 
have to do it wait until it matures, and that’s it. The fact 
of the matter is that the notions of freedom, democracy 
and relations between the individual and society in that 
society are different than in Europe. To say nothing of 
the persistence of the influence oy totalitarian policy and 
the corresponding political culture. 


In such conditions any hope of “re-educating” the pres- 
ident, to say nothing of the society, is utopian. It is the 
same as asking our Duma to suddenly become the House 
of Commons. 


I have also heard some national democrats speak of 
Central Asian society’s rejection of democratic norms 
that are customary in Furope. One of them, a mild- 
mannered intellectual, in response to my actually tactless 
question, “Why struggle at all, then? Better to open a 
store...”, shook his head and objected plaintively: “What 
should one do then?” 


Karimov is acting in accordance with rules accepted in 
that semi-traditional, semi-communist society. He has 
neither the desire, still less the possibility, to change 
them. And in any case he does not claim to be a “true 
democrat.” He rules with a very firm and harsh hand. 
Examples of this have been cited repeatedly by local and 
Russian advocates of human rights, and there is no use 
repeating them. Besides, at first glance he has no rivals... 


But that is only at first glance. 


The Karimov interview in NG is unde: the title: “I Have 
Already Been Sentenced Many Times.” By whom? By 
those whom the president calls ‘outspoken extremists.’ 
It is not hard to guess that he has in mind Moslem 
fundamentalists, or Islamists. 


It is interesting that in his extensive interview Karimov 
never named a single Islamic organization, nor a single 
person who could claim the role of political jeader. The 
information lately reaching the Russian man- 
in-the-street about the Adolat party, which is active in 
the Ferghana Valley, or the Islamic Renaissance Party of 
Uzbekistan, is meager indeed and reduced mainly to 
reports about arrests of their members. 


And this despite the fact that, as Lerman Usmanov 
recently wrote in NG, the Uzbek president regularly 
receives reports from the local security service about 
fundamentalist “intrigues. 
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Does he also receive theoretical materials analyzing the 
essence of fundamentalism and its influence not only in 
Uzbekistan? Does Karimov really believe that he will be 
able to completely eliminate the Islamic political move- 
ment? It is amazing that he, an experienced politician of 
Central Asian dimension, continues to act like an oblast 
party secretary or an Arab colonel graduated from a 
European military college. 


The desire of absolute power is an extremely powerful 
feeling. But there is, damn it, the sad experience of the 
Moslem world, which unambiguously indicates that 
political Islam is insuppressible. It compresses like a 
spring, building up extremist potential. When the spring 
rebounds it kills with the sharp blade of terror: the 
presidents of Egypt and Algeria, Egyptian ministers, 
Russian specialists. (Richard the Lion-Hearted, King of 
England, was a victim of political Islam back in 1199). 
One can see what is taking place today in “totally 
secularized” Turkey, which has always been held up as a 
model ‘o be followed by the rest of the Moslem world, 
but where one-fifth of the electorate voted last March for 
the Islamic Prosperity Party. And this, Islam Abdul- 
ganiyevich, “is only the beginning!” 


True, there is one more circumstance worth noting. One 
gains the impression that the Uzbek leadership not only 
fears fundamentalism, seeing it as a real and dangerous 
rival, but is also frightening others with it: Russia and the 
West, which is especially sensitive about fundamen- 
talism. In any case, it is trying to extract as many 
dividends as possible from the presence of political Islam 
in countries. In purely human terms, one can understand 
the Uzbek leader. But nothing in the West is capable of 
stopping the Islamic movement in the Moslem world. 
Especially if the Islamists get really violent. 


As for Russia, among its politicians there may well be 
people capable of understanding fundamentalists and 
even talking to them. (I cannot resist the satisfaction of 
reminding the reader that the fundamentalists’ attitude 
towards European democracy is exactly the same as that 
of the Uzbek authorities. On this score one can quote at 
length from the ideologues of fundamentalism, Sayed 
Kotba, Abu Alya al-Maududi, Hasan at-Turabi, and 
others. But I will refer only to a comment by A. Kebedov, 
a leader of the local Islamic Renaissance Party, who once 
wrote: “Democracy for democrats, Islam for Moslems.’’) 


In describing the Middle Ages in Europe, the Dutch 
historian, Johan Huysinga, coined the term “religious 
tension,” which at the time was “actively present in high 
politics.” Cannot one say the same of the Moslem space 
of the former USSR? 


This “religious tension” is due to both the specific 
features of Islam, which Moslems perceive as a way of 
life lacking a clearcut division between the secular and 
the religious that characterizes Christianity, and the 
current political situation in Central Asia, the economic 
crisis, worsening living standards of the majority of the 
population, and the growing gap between rich and poor. 
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If this process accelerates, the poor from the Ferghana 
Valley and the suburbs of Tashkent may easily link the 
cause of their poverty and the appearance of villas and 
white limousines in the possession of the elite with the 
fact that the latter have abandoned the puritan norms of 
Islam and forsaken the religion’s principle of social 
justice. Such a mechanism worked flawlessly in Iran. 
And then people will surely recall the hounding of the 
Adolat party and attacks against “‘unofficial”’ preachers 
from Iran, the power behind the Islamic revolution. 


But actually, there is no such thing as Islam without 
politics, which some of our politicians occasionally wish 
for and about which Ramazan Abdulatipov likes to 
occasionally say a few words. 


Perhaps someone may accuse me of exaggeration or, still 
worse, “incitement.” God forbid. I am only following the 
logic of the Uzbekistan president. How ironic: he 
frightens NG readers (including among the Russian 
leadership) with fundamentalism, while I do the same 
with respect to him. 


But actually we are speaking of almost the same thing. 
Only he intends to fight the Islamists to the end, which 
will inevitably push them to the road of extremism, the 
consequences of which are... almost predictable and 
unfortunate. It seems to me, on the other hand, that to 
preclude compromises with them while they are still 
Islamists, not terrorists, is risky. 


Report Profiles Uzbekistan’s Armed Forces 


944F1039B Moscow NEZAVISIMAYA GAZETA 
in Russian 15 Jul 94 p 3 


[NEZAVISIMAYA GAZETA report: “The Armed 
Forces of the Republic of Uzbekistan: NEZAVISIMAYA 
GAZETA Begins To Acquaint Its Readers With the CIS 
Republics”’} 


[Text] Composition: Ground forces, air force, air 
defense, special purpose troops, and National Guard. 


Arms: tanks—280, aircraft—265, helicopters—24. 


Leadership composition: Minister of defense— 
Lieutenant General Rustam Akhmedov. Born 10 
November 1943. In 1965 was graduated from the Tash- 
kent Tank Command School. In 1985—the Military 
Academy for Armored Troops. In the Soviet Army he 
served in various command posts. Chief of the General 
Staff of the Ministry of Defense of Uzbekistan—Major 
General Aleksandr Surganov. Student of the Military 
Academy imeni M. V. Frunze. The training of officer 
personnel is carried out in military-educational institu- 
tions of the Uzbek Army, Russia, and a number of 
countries of the far abroad, in particular in Turkey. 
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REGIONAL AFFAIRS 


— Union Called Uzbek Buffer Against 
ran 


944Q0507 Moscow NOVOYE VREMYA in Russian 
No 29, Jul 94 [signed to press 19 Jul 94] pp 10-11 


[Article by Arkadiy Dubnov under “Integration” rubric: 
“We say ‘Eurasia’, but We Hear ‘Asia’. In Alma-Ata 
Three Republics Have Joined a Union. But No Longer 
Soviet’’] 


[Text] The change of power in the two big Slavic repub- 
lics in the west of the CIS overshadowed events taking 
place in its east. Despite the superficially declarative 
nature of the decisions taken, the Alma-Ata meeting of 
the leaders of three Central Asian nations—the presi- 
dents of Kazakhstan, Uzbekistan and Kyrgyzstan— 
marked the first real attempt to create a regional confed- 
eration on the territory of the post-soviet space. 


A Gas Valve as a Political Factor 


Primarily apparent is the economic pragmatism of the 
desire to achieve such a union. The three states are much 
too dependent on one another (even more, one finds, 
than on the entire near and far abroad) not to realize the 
vital need for such consolida'ion. Stoppage of Uzbek gas 
deliveries continually threatens the Kyrgyzstann and 
Kazakh economies with paralysis. [The energy-dependent 
industries of Kazakhstan and Uzbekistan could grind to 
a halt without electricity generated in Kyrgyzstan. 


Discount purchases of Kazakhstan grain guarantee min- 
imum living standards in the two neighboring republics. 
Every breakdown in the operation of the raw-material 
and food arteries reciprocally feeding the three coun- 
tries’ economies is capable of aggravating social tensions 
or, still worse, provoking ethnic conflicts. There have 
been enough examples of this in the past few years. 


Especially vulnerable in this respect is Ky:gyzstan. 
Lacking energy resources, this small republic is virtually 
completely dependent on gas deliveries from Uzbeki- 
stan. The possibility of the gas valve being closed at any 
moment hangs like a sword of Damocles over the White 
House in Bishkek. People in Tashkent understand this 
very well... 


The founders of the new union are claiming political 
consolidation. The signing of the main economic docu- 
ment on the establishment of a state Central Asian bank 
for cooperation and development cannot, in view of its 
small authorized capital of $9,000,000 ($3,000,000 from 
each country), be of any great significance for changing 
investment policy in the region. The bank is designed 
only to facilitate mutual account settlements, made more 
difficult b. the instability of the local currencies: the 
Uzbek sum, Kyrgyzstann som, and Kazakh tenghe. 


That is why people in all three capitals are so insistently 
speaking of the importance of setting up an intergovern- 
mental council made up of the presidents and prime 
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ministers of Kazakhstan, Kyrgyzstan and Uzbekistan. Its 
structures envision a council of prime ministers to deal 
with economic issues, a council of foreign ministers to 
coordinate foreign policy, and a council of defense 
ministers for questions of preserving stability in the 
region. 


Alma-Ata will provide the venue for the headquarters of 
its permanent agency, the Executive Committee. Kaza- 
khstan president Nursultan Nazarbayev, who will chair 
the Intergovernmental Council during the first year, is 
especially pleased with the formation of the Executive 
Committee: “It has been impossible to achieve this in 
the CIS framework.” At the same time, the leaders of the 
Central Asian “Troika” would in no way want their 
union to be seen as juxtaposing the Commonwealth. On 
the contrary, they declare its openness. Simply, in the 
words of Uzbek President Islam Karimov, “It is time to 
move from inaction to concrete action.” 


As for Askar Akayev, the Kirghiz leader, he evaluated the 
results of the Alma-Ata meeting in his customary enthusi- 
astic manner: “This is the first step towards the creation of 
a Eurasian union.” Islam Karimov was ironic and 
restrained: “Whereas the President of Kyrgyzstan ardently 
supports this idea, I do not support it ardently.’’ Nor could 
the author of the Eurasian initiative himself refrain from a 
comment. “I have received comments from three CIS 
heads of state,” said Nursultan Nazarbayev, “‘and none of 
them rejects the idea in principle...” 


Closer to autumn new proposals will probably ar ear. 
Now, with new leaders who are clearly more “eastward 
oriented” then the previous ones coming to power in 
Ukraine and Belarus, the probability of the appearance 
of a new “post-Belovezh” (or, if you like, post- 
post-soviet) block is no longer all that speculative. 
Already, Russian premier Viktor Chernomyrdin is pre- 
pared to discuss Nazarbayev’s concept at the next 
meeting of CIS heads of state in Moscow in September of 
this year. 


As for Islam Karimov, he will support the new “organi- 
zation” of the former soviet space only if he can protect 
his own interests in it. There is no denying the Uzbek 
leader’s pragmatism. In the “Alma-Ata’’ union he has, 
for the present, relinquished all the attributes of leader- 
ship to Nazarbayev, who is vying with him for the role of 
“senior” in the region. His calculation is based on the 
fact that the part of “first fiddle’ will be played in 
Tashkent anyhow. 


The specific role of Uzbekistan as the largest Turkic- 
language state in the Central Asian region is taking shape 
with growing clarity. Karimov is consistently and firmly 
lining up his policy, choosing his own allies and identi- 
fying his foes. 


Teheran Accuses Tashkent Of being Antidemocratic... 


It shouldn't be forgotten thai the CIS Collective Security 
Treaty was signed in Tashkent on the initiative of 
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Karimov. The subject of “deterring Islamic fundamen- 
talism,” which he raised at the time in connection with 
the events in Tajikistan, remains a favorite and con- 
stantly stressed topic in Uzbekistan’s foreign policy. 


For example, the leader of Uzbekistan, one of the centers 
of the Moslem world, is not afraid of expressing soli- 
darity with Israel in its confrontation with that threat. 
And whereas it is obvious that for Israel ‘trolling back” 
Moslem fundamentalism is essentially a prerequisite for 
physical survival, while for Uzbekistan it appears to be 
no more than a problem of building up a secular, lay 
state, the political and ideological significance of such a 
demaiche is significant. Teheran’s angry reaction to the 
results of the July negotiations in Tashkent between 
Islam Karimov and Israeli foreign minister Shimon 
Peres was not accidental. 


The Iranian semiofficial TEHRAN TIMES and Teheran 
radio levelled virulent criticism against Karimov. The 
Uzbek president was called a dictator, because he “‘sub- 
jects democratic and Islamic forces [in his country] to 
total repression.” 


At the same time, Shimon Peres’s visit to Ashkhabad, 
where he arrived after Tashkent, went practically “‘unno- 
ticed”’ in Teheran. The reason was that the Turkmenian 
president did not reveal himself as an ally of the Israeli 
minister, declaring that he saw no threat of Islamic 
fundamentalism in his country. 


This “blindness” of the Turkmenian leader clearly irri- 
tates Islam Karimov. The Uzbekistan president openly 
accuses the neighboring country’s leader of pro-Iranian 
orientation: in his opinion such a policy threatens the 
whole of Central Asia and creates conditions for the 
penetration of the Shiite brand of Islamic fundamen- 
talism. Karimov fears the establishment of a transparent 
border between Turkmenia and Iran, the steadily 
growing religious, Shiite influence (Iran is assisting in the 
construction of mosques and establishments of 
madrasahs in Turkmenia), and the strengthening of the 
positions of Iranian business in the region. 


Nor does Moscow seem to be enthused over the prospect 
of a Turkmenian-Iranian rapprochement. 


That is precisely why today Moscow can regard Tashkent 
as a Strategic ally. The Uzbek president fully realizes this 
and on occasion does not lose the opportunity to remind 
the Russian leadership of it. 


The West Will Pitch in a Little for Stability in the East 


It seems that the West, too, has realized the usefulness of 
the Uzbek regime, despite its autocratic features. Tash- 
kent looks almost like an outpost for it in the midst of an 
alien Islamic civilization. Just as the secular regime of 
Shah Reza Pahlavi once seemed in Iran... That is why the 
most diverse Western state and private institutions are 
ready to close their eyes to numerous violations of 
democratic norms in Uzbekistan or even ignore them 
completely. 
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Italy has allocated $2,500,000 for Uzbekistan to over- 
come the ecological crisis in the Aral Sea area. The 
British Council has granted half a million pounds in free 
aid for a program of English teaching in the republic. The 
German Mercedes-Benz company is preparing to set up 
a joint Uzbek-German venture for the assembly of 
heavy-duty trucks under German license. The South 
Korean Daewoo will soon launch a car assembly facility 
in Tashkent with an output of 200,000 cars a year... 


Uzbekistan is also conducting its own policy in its own 
near abroad, often against the grain of Russia. It is no 
secret that this is happening in Tajikistan, where the 
situation would seem to be determined solely by Russian 
rubles and the Russian army. Actually, it was only with 
Uzbekistan’s aid that the Tajik authorities were able to 
carry out spring sowing this year. 


According to some estimates, Tashkent provided Tajiki- 
stan with equipment, fuel, lubricants and seed to the sum 
of around $100,000,000, which the latter will be inca- 
pable of repaying over the next few decades. 


Much the same with Uzbekistan’s relations with its 
southern neighbor, Afghanistan, where the northern 
provinces are controlled by Afghan Uzbek general Dos- 
tum, who is more than loyal to Tashkent. According to 
the latest reports, the Uzbek leadership managed to 
prevent the transit of Russian fuel through Tajikistan to 
Afghan territory controlled by Afghanistan President 
Rabbani. Since early this year Dostum has been con- 
ducting military operations against Rabbani and is get- 
ting logistical support for this from Tashkent. 


‘Asian’ Atmosphere for Eurasian Space? 


To be sure, the formation of the trilateral Central Asian 
union has added nothing new to those traditional aspects 
of Uzbek foreign policy. Much more interesting are the 
reverberations of Alma-Ata in the Kyrgyzstan capital. At 
a press-conference on the results of the meeting Askar 
Akayev was asked a seemingly naive question: “You are 
speaking of the creation of a single political space with 
such different countries as, for example, Uzbekistan. But 
what if the Uzbek president demands a clampdown on 
the free press of Kyrgyzstan, as he did in his own 
country?” 


The Kyrgyzstann president’s response was unexpectedly 
broad: 


“T had illusions about freedom of expression... Our press 
is unbridled and is itself destroying the freedom for 
which it had fought... I will raise the question of the 
responsibility of the press in parliament...’ Akayev then 
went on to say: “The current view that Islam Karimov 
bans political parties and persecutes free journalists is 
erroneous.” 


So the “single political space” in Central Asia will, it 
seems, also be filled with a “single atmosphere.” 
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